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How We Grow 
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A key part of how we grow at 
Bank of America is our associates’ 
commitment to customer 
satisfaction and sales at our 

more than 5,800 banking centers 
nationwide, including the Clark 

& Madison Banking Center in 

the heart of Chicago’s financial 
district, managed by Sandy Pierce 
and her team. 
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Bank of America Corporation 


Bank of America Corporation is a publicly traded (NYSE: BAC) company headquartered in Charlotte, NC, that operates in 
29 states, the District of Columbia and 43 foreign countries. The corporation provides a diversified range of banking and 
nonbanking financial services and products domestically and internationally through four business segments: Global 
Consumer and Small Business Banking, Global Business and Financial Services, Global Capital Markets and Investment 
Banking, and Global Wealth and Investment Management. 
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Return on average common Global Consumer and 
; Small Business Banking 
shareholders’ equity 16.51% 16.47% — $28,876 
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*Fully taxable-equivalent basis 
**All Other consists primarily of Equity Investments, the residual impact of the allowance for credit losses process, Merger and Restructuring Charges, 
intersegment eliminations, and the results of certain consumer finance and commercial lending businesses that are being liquidated. All Other also 
includes certain amounts associated with the Asset and Liability Management process, including the impact of funds transfer pricing allocation 
methodologies, amounts associated with the change in the value of derivatives used as economic hedges of interest rate and foreign exchange rate 
fluctuations that do not qualify for SFAS 133 hedge accounting treatment, and Gains on Sales of Debt Securities. 


2 Bank of America 2005 


KENNETH D. LEWIS 
CHAIRMAN, CHIEF EXECUTIVE OFFICER AND PRESIDENT 


To our shareholders: 


n 2005, your company demonstrated its ability to grow in a number of ways. 

We accelerated growth by attracting, retaining and deepening more customer 
relationships in the markets we serve. We launched a number of initiatives that will 
create value by integrating our capabilities across the company. We completed our 

FleetBoston Financial merger transition in the Northeast, exceeding what we promised in 
almost every category. We became the first U.S. bank to invest directly in a major Chinese bank. 
And, our acquisition of MBNA Corp. closed on Jan. 1, 2006, making Bank of America the top 
provider of debit and credit cards in the United States. 

Our view is that there are many paths to growth, and the best companies pursue 
multiple strategies as market conditions change and opportunities arise. | will discuss our most 


important paths to growth in this letter. I invite you to read more about the work we’re doing 
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From left, Brian T. Moynihan, president, Global Wealth and Investment 
Management; Liam E. McGee, president, Global Consumer and Small Business 
Banking; and R. Eugene Taylor, president, Global Corporate and Investment 
Banking, at the Bank of America Corporate Center in Charlotte. 


for customers and shareholders in the articles that follow. 

First, a review of our key 2005 financial accomplishments. 

Strong financial performance. In 2005, we again set 
new records for revenue on a fully taxable-equivalent basis, 
$56.9 billion, and net income, $16.5 billion, representing 
growth of 15 percent and 18 percent, respectively, over last 
year. Diluted earnings per share increased to $4.04, an 
11 percent rise over 2004. Return on average common share- 
holders’ equity rose to 16.51 percent from 16.47 percent. 

Our greatest financial challenge in 2005 was the con- 
tinuing flattening of the yield curve, which is the difference 
between long- and short-term interest rates. As that differ- 
ence shrank, banks, which tend to price deposits based on 
short-term rates, were adversely affected. In essence, profit 
margins were compressed. We expect the yield curve to 
remain relatively flat in 2006, providing an opportunity for 
well-managed banks to differentiate themselves. 

Our strong performance has enabled us to continue our 
record of returning capital to shareholders. 2005 was our 28th 
consecutive year of raising our quarterly dividend, which in- 
creased by 11 percent to $0.50. Over that time, our dividend has 
increased at a compound annual growth rate of 13 percent. 

As Ihave always said, the bottom line on our performance 


is our stock price. While our total shareholder returns, 
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which include our dividend, were in line with our peers, 
our stock price fell slightly this year as other stocks in our 
industry remained flat. I believe the two factors that weighed 
most heavily on our stock were the impact of the yield curve, 
which affects all banks, and our acquisition strategy, which 
has created uncertainty for some investors. 

On the first point, the yield curve is cyclical. It will steepen 
again, and net interest yields will rise accordingly. In the 
meantime, we have one of the best teams in the business at 
managing interest rate risk, and I believe we will continue 
to perform well relative to our peers regardless of the interest 
rate environment. 

The second point raises questions about acquisition 
selection, price and risk. We look at companies that can 
strengthen our position in a given market, which can be 
defined by customers, geography or product. We look to 
acquire products, technologies, skills or capabilities that 
will enhance our value proposition with both customers and 
shareholders. Of the many opportunities we have evaluated 
over the past several years, we believe that both Fleet and 
MBNA met our standards. 

Regarding price, we start with a sound financial 
analysis, requiring that identifiable cost savings and 


projected revenue gains will offset the proposed premium. 


$56.9 $16.5 
49.7 
$13.9 
$38.5 $10.8 
03 04 05 03 04 05 
Revenue Net Income 
(Fully taxable-equivalent basis) (in billions) 


(in billions) 


We also consider our long-term view of the changing 
marketplace; the competitive landscape; whether the 
company represents a good fit with our business model, 
brand and culture; and the benefits that we believe will 
accrue to our customers and shareholders over time. 

It is in the context of all these criteria that we make an 
acquisition decision, and our track record over the past five 
years demonstrates both selectiveness and discipline in our 
decision-making process. 

While all acquisitions include elements of risk, our 
company has demonstrated our ability to execute effective, 
efficient and profitable merger transitions. We proved this 
point in the Fleet transition, which we executed on time 
and with greater expense savings and revenue gains than 
we originally forecast. I expect nothing less in the MBNA 
transition. And I am confident that we will take advantage 
of the growth potential our new teammates and customers 
from MBNA bring to our company. 

Growing with our customers. In December 2000 I told 
investors, “We are changing the basic thrust of our company 
from acquisition- and expense-driven to a more customer- 
focused, revenue-driven organization.” It would be easy to 
assume after our acquisitions of Fleet and MBNA that I 


have changed my position. 
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I have not. 

Bank of America has the vision, the skills and the 
financial wherewithal to pursue growth opportunities when 
and where we find them. That fact does not lessen our 
commitment to attracting, retaining and deepening our 
customer relationships. In fact, I believe there are three 
characteristics that give us a particular advantage with 
customers and prospects: operational excellence, scale and 
scope, and innovation. 

Achieving operational excellence has been a top priority 
for years, and it is most evident in our pursuit of process 
excellence through our use of Six Sigma tools. Since we 
adopted Six Sigma as a core operating discipline four years 
ago, we have achieved billions of dollars in savings and rev- 
enue growth, shortened cycle times, reduced error rates and 
improved associate performance throughout the company. 

Scale and scope, in addition to creating efficiencies for 
investors, create a huge advantage with customers. Our 
nationwide franchise and unmatched distribution platform 
enable individuals and companies to do business with us 
when, where and how they choose. It also means that more 
customers and clients can keep their relationship with us 
intact even when they move their home or business. 


It is a truism in business that real growth requires new 
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ideas. Our record of in- 
novation lets customers 
know we are constantly 
working to create value 
for them. 

In our retail busi- 
ness last year, we had 
success with a number of 
innovative offerings. We 
enhanced our SafeSend® 
product, making it a free 
relationship-building 
service that enables cus- 
tomers with a checking 
account to send money 
directly to individuals in 
Mexico. We launched our 
Keep the Change™ fea- 
ture, which helps customers save by rounding up debit card 
purchase amounts and moving the change to a linked sav- 
ings account. And we launched our SiteKey™ online security 
feature, which has won several awards. 

Our wealth management business introduced a new 
trust product for the mass affluent market last year. 
And our investment banking group introduced a new 
electronic trading service platform that provides institu- 
tional investors with automated access to diverse liquidity 
systems and venues. 

While innovation often relates directly to new products 
and services, we also are taking advantage of innovative 
thinking as we work in teams that span the company to 
create more value for customers and shareholders. Referred 
to generally as “Universal Bank Initiatives,” these projects 
require integrated planning and enterprise thinking to 
maximize the value of the company. 

For example, the “Mortgage Business System” is 
designed to enable us to originate a variety of asset 
classes and then move those assets into the hands of 
investors through our securities distribution capabilities. 
Our goal is to expand our ability to meet customers’ needs 
across all market segments and create more value for 
our shareholders by exploiting business opportunities 
that span the enterprise. 

Seizing new opportunities. As I wrote above, our 


commitment to growth by one means does not preclude our 
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Amy Woods Brinkley, Global Risk executive, and Alvaro G. de Molina, 
chief financial officer, above the Bank of America trading floor. 


ability to take advantage 
of growth  opportuni- 
ties by other means. In 
2005 we again demon- 
strated our ability to 
act decisively and to 
maximize the value of the 
assets we acquire. 

Our top priority from 
the beginning of the 
year was to complete 
our transition work in 
the Northeast related to 
our acquisition of Fleet. 
Through the spring and 
summer of ’05, we execut- 
ed major systems conver- 
sions across all our lines 
of business, affecting thousands of associates and millions 
of customers and accounts, all without a significant hitch. 

Then, in June, we agreed to acquire MBNA. The oppor- 
tunities for growth in this acquisition are significant, from 
product and distribution benefits for customers, to revenue 
opportunities resulting from our combined strengths, 
to cost savings derived from consolidating our operations. 
For example, the combination of our distribution platform 
and customer base with MBNA’s products, affinity relation- 
ships and marketing expertise creates huge opportunities 
for our company. 

As the largest issuer of credit and debit cards in the 
country, we will have the opportunity to lead in the ongo- 
ing evolution of the payments system in the United States. 
This leadership role will result in many benefits, including 
greater negotiating leverage with partners in the process 
and the ability to develop and deploy new capabilities and 
technologies in the payments system. 

Also in the early summer, we agreed to buy 9 percent of 
the stock of China Construction Bank (CCB) for $3 billion, 
with an option to increase our stake to 19.9 percent in the 
future. Just as important, we have launched a consultative 
effort with CCB through which we will assist in their efforts 
to improve their operational efficiency and effectiveness 
and bring their financial management and governance 
processes in line with international standards. 


Communities and leadership. As we pursue growth, we 


take our responsibility 
to our shareholders very 
seriously. And in consider- 
ing how we grow, we take 
our responsibility to our 
communities just as seri- 
ously. I'd like to highlight 
the work we're doing to 
strengthen our communi- 
ties in two key areas: com- 
munity development and 
philanthropic investment. 

The year 2005 was 
the first full year of 
our nationwide, 10-year 
goal to lend and invest 
$750 billion in community 
development. Our invest- 
ments in low- to moder- 
ate-income neighborhoods across the country spur economic 
development and reflect our commitment to neighborhood 
excellence. This initiative took on new meaning in the wake 
of Hurricanes Katrina and Rita, when we committed up to 
$100 million to rebuild neighborhoods along the Gulf Coast. 

Philanthropic investment comes in two forms: money 
and time. Our charitable donations in 2005 exceeded 
$130 million, making us one of the most generous corpo- 
rations in America. And our associates, all of whom are 
encouraged to volunteer up to two hours a week in their 
communities on company time, spent hundreds of thou- 
sands of hours strengthening the communities in which 
they live. Most important, we are deploying these resources 
in conjunction with our foundation’s Neighborhood Excellence 
Initiative, which relies on the knowledge of local leaders to 
direct volunteer time and money to the organizations most 
critical to the success of individual communities. 

It is through the leadership of our associates that we 
are able to achieve higher standards of performance for our 
customers, shareholders and communities. One of our key 
leaders retired from the company in 2005—Marc Oken, who 
served as our chief financial officer. Marc’s contributions 
to our company’s success over the past 17 years have been 
great. I personally appreciate his commitment and leader- 
ship and wish him all the best. 

Stepping into the role of CFO is Alvaro de Molina, a 


Barbara J. Desoer, Global Technology, Service and Fulfillment executive, 
and Milton H. Jones, Jr., Global Quality and Productivity executive, at the 
Bank of America Command Center. 


17-year executive who most 
recently led our corporate 
and investment banking 
team in 2004-2005. Al’s 
sharp financial mind, 
communication skills and 
leadership ability will 
serve us well as he takes 
on his new role. 

We also welcome two 
new directors to our 
company. Joining us is 
Frank Bramble, former 
executive officer, MBNA, 
and the former chairman 
and CEO of Maryland 
National Corp. And, re- 
cently retired from the 
United States 


General Tommy Franks joined our board in January. Frank 


Army, 


and Tommy bring rich and diverse leadership experience to 
our team, and I look forward to their contributions. 

Retiring from our board are Charles Coker, former 
chairman and CEO of Sonoco Products of Hartsville, SC, 
and Edward Romero, former ambassador to Spain. Charlie 
joined the board in 1969, the same year I joined the company. 
His leadership, guidance and service have been a great 
benefit to the company for 37 years, and to me personally 
during my time as chairman. Ed also has made important 
contributions to our board in his two years of service. 
I appreciate all that Charlie and Ed have done for us, and I 
wish them the best in their future endeavors. 

In a year marked by challenge, opportunity and growth, 
I would like to thank our customers for their business, our 
investors for their trust and all our associates and direc- 
tors for the work they do for our company. I look forward to 
even greater achievements in the year ahead and, as always, 


I welcome your thoughts and suggestions. 


JCD Cx 


KENNETH D. LEWIS 
CHAIRMAN, CHIEF EXECUTIVE OFFICER AND PRESIDENT 
MARCH 16, 2006 
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How We Grow: 2005 Financial Overview 


Earning a record $16.5 billion 


Double-digit year-over-year growth in net income, earnings per share and revenue 


c 2005 Bank of America earned a record $16.5 billion, 
as revenue growth accompanied by strong operating 
leverage drove an 18 percent increase in profit over 2004. 
Diluted earnings per share rose 11 percent to $4.04. Return 
on average common equity for the year was 17 percent. 


Revenue: Fully taxable-equivalent revenue grew 15 percent 
to $56.9 billion from $49.7 billion in 2004. Revenue growth 
was driven by a 21 percent increase in noninterest income to 
$25.4 billion, including higher equity investment gains, card 
income and trading account profits and the addition of Fleet, 
which was acquired on April 1, 2004. 

Net interest income on a fully taxable-equivalent 
basis increased 10 percent to $31.6 billion from $28.7 billion 
in 2004. The increase was driven by the addition of Fleet, 
consumer and middle market business loan growth, higher 
domestic deposit levels and a larger securities portfolio 
partially offset by the effects of a flattening yield curve and 
a lower trading-related contribution. 

Gains on sales of debt securities were $1.1 billion in 2005, 
compared to $1.7 billion in 2004. 


Efficiency: Noninterest expense increased 6 percent to 
$28.7 billion from $27.0 billion a year ago, primarily due to the 
addition of Fleet and an investment in the capital markets 
business. Included in 2005 expenses were $412 million in 
pre-tax merger and restructuring charges related to the Fleet 
merger. Full-year 2005 cost savings from the merger with Fleet 
were $1.85 billion. The efficiency ratio for 2005 was 50.4 per- 
cent, reaching the company’s long-term target of 50 percent. 


Credit Quality: Credit costs increased. Provision expense 
was $4.0 billion in 2005, a 45 percent increase from 2004. 
Net charge-offs totaled $4.6 billion, or 0.85 percent of loans 
and leases, compared to $3.1 billion, or 0.66 percent of loans 
and leases in 2004. The increase in credit costs was primar- 
ily driven by the credit card portfolio, including increased 
bankruptcy filings, and a lower provision benefit from the 
commercial portfolio as the rate of improvement in credit 
quality slowed. 


Capital Management: For 2005, Bank of America paid 
$7.7 billion in cash dividends to common shareholders. The 
company also issued 79.6 million common shares, primarily 
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related to associate stock options and ownership plans, and 
repurchased 126.4 million common shares for $5.8 billion, re- 
sulting in a net decrease of 46.9 million common shares. 


Business Segment Results: Global Consumer and Small 
Business Banking earned $7.2 billion in 2005, a 20 percent 
increase from 2004. Revenue grew 15 percent to $28.9 billion, 
primarily due to continued strong growth in the card busi- 
ness, ongoing deposit account growth, balance growth and 
increased activity, which generated increased service charge 
income. Also contributing were significantly higher corporate 
mortgage banking income, primarily due to a writedown of 
mortgage servicing rights in 2004, and the addition of Fleet. 

Global Business and Financial Services earned $4.6 bil- 
lion, a 19 percent increase from 2004. Results were driven 
by strong loan growth across all business lines, which included 
the purchase of loans from General Motors Acceptance 
Corp. as well as the addition of Fleet. Loan growth was 
especially robust in the Northeast. Revenue grew 21 percent 
to $11.2 billion. 

Average loans and leases grew by $28.8 billion, countering 
the effects of continued spread compression. Strong deposit 
growth was fueled by increases in Commercial Real Estate 
and Business Banking. 

Global Capital Markets and Investment Banking net income 
declined 10 percent to $1.7 billion in 2005, primarily due 
to a decline in the provision benefit as a result of slowing 
improvement in credit quality. Revenue was essentially 
unchanged at $9.0 billion in 2005 and 2004. Noninterest 
income increased 14 percent, led by trading profits and equity 
commissions that more than offset the decline in trading- 
related net interest income. Investment banking revenue was 
down slightly, as were service charges. 

Global Wealth and Investment Management increased 
its net income by 49 percent, driven by the addition of Fleet, 
higher asset management fees, higher loan volume and higher 
deposit-related revenue due in part to the migration of 
Premier Banking relationships from Global Consumer and 
Small Business Banking. Asset management fees increased 
21 percent from 2004 due to the addition of Fleet and the 
growth of $30.9 billion, or 7 percent, in assets under manage- 
ment from Dec. 31, 2004. Revenue increased 25 percent to 
$74 billion due in part to the migration of relationships from 
Global Consumer and Small Business Banking. 


How we grow 


s we build on our long history of growth, Bank of America is 
positioned to continue growing. Growing through operating 
excellence—the relentless pursuit of flawless execution to serve 
our customers better. Growing through innovation—with new 
products and technology. Growing through recognizing opportunities—in new 
markets and deeper customer relationships. Growing by working together to 
create value across divisions and businesses. Growing through serving our 
communities—investing and giving to build stronger neighborhoods. 


This annual report contains stories of how we grow. And of how we plan 


to keep growing. 
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How We Grow: Operating Excellence 


Developing world-class leaders 


Recruiting and training best-in-class talent keeps our competitive advantage strong 


t Bank of America, developing current leaders and planning for future talent 


needs are essential components of how we grow. Strengthening our emerging 


talent with solid leadership and management skills is critical to the execution of 


our profitable growth strategies in the rapidly evolving global economy. 


Talent planning drives executive development at Bank of America, and that focus keeps a 


steady influx of exceptional candidates flowing to our leadership team. On a daily basis, senior 


executives manage assignments, deliver candid feedback 
and coaching, and arrange opportunities such as member- 
ship on cross-organizational teams focused on critical 
business issues. Five principles guide our talent planning 
and leadership development: 
¢ Attract, develop, retain and reward the best talent 
¢ Regularly recruit top talent from all industries 
- Ensure that leaders give all associates candid 
feedback 
¢ Monitor leadership performance to ensure that 
top performers are in business-critical roles 
- Execute processes and programs that encourage 
diversity in leadership 
More than 1,000 of our top performers annually partici- 
pate in Leadership Forums designed to address some of our 
most critical business issues. Bank of America chairman, 
CEO and president Ken Lewis and his senior management 
team lead these important development opportunities and 
use them to identify and assess emerging talent. 


What does it take to be a leader at Bank of America? We 
look for and develop leaders who have the ability to be cata- 
lysts of change. We expect all leaders to grow our businesses, 
lead our associates to perform, drive consistent execution 
and sustain intensity and optimism. When top performers 
possess these core skills, it creates an essential consistency 
among our leadership team while also providing the flexibility 
in leadership styles that is required for different businesses. 

We also respect and value diversity not only in race, gen- 
der, ethnicity, age, disability and sexual orientation, but also 
in viewpoints, experiences, talents and ideas. We strive to 
empower all associates to excel on the job and reach their 
full potential. We reward and recognize associates based 
on performance and the results they achieve for customers, 
shareholders and the communities where we do business. 

Strategy alone doesn’t win in the marketplace. Top 
leaders executing sound strategy with outstanding man- 
agement skills do. It’s a competitive advantage we have— 
and intend to keep. L] 


How we grow through operating excellence 


Operating excellence is at the core of our 


strengths and is a key part of our growth. 


At Bank of America, operating excellence 
means continuously striving to flawlessly 
and efficiently execute our business plans 
in order to create shareholder value. 
Setting and reaching new standards 


for excellence helps us deliver consistent, 
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stable and profitable long-term growth in 
an increasingly competitive global market- 
place. This is key to our ability to rapidly 
develop and market new products to meet 
our customers’ changing needs and mea- 
sure their satisfaction with our offerings— 
like the online collections Web site and the 


Keep the Change™ program we developed 


in response to customer feedback, both of 
which have proven to be clear successes. 
Our operating excellence also allows 
full, efficient use of our unique national 
footprint and gives us the ability to 
integrate new enterprises seamlessly, as 
evidenced by our near flawless execution 


of the Fleet merger. 


J. Steele Alphin, Global HUman Resources executive 
(second from left), discusses leadership at the company’s 
Knowledge Channel broadcast facilities. Joining him are, 
from left, Fung Der, chair of the bank’s Asian American 
Leadership Network for Southern California; Freda C. 
Brazle, co-chair, the bank’s Black Professionals Group; 
and Jose L. Garcia, national committee member of the 
bank’s Hispanic/Latino Organization for Leadership and 
Advancement. Bank of America values a diversity of 
ideas and talent as part of its training and leadership 
development processes. 


How We Grow: Operating Excellence 


Helping customers find repayment solutions 


Groundbreaking service offers convenience to consumers 


ew Web-based technology in 
combination with special cus- 
tomer-service training for our 


associates has transformed 


Bank of America’s collections and fraud 
protection activities into a loyalty-building 


program that helps customers manage troublesome debt 
and protect their accounts by identifying and prevent- 
ing credit card fraud. This innovative focus on operating 
excellence has improved collections while increasing 
customer satisfaction and retention, resulting in stronger 
relationships overall. 

Listening to our customers is the best way we know 
to create the solutions they need. Customers with past-due 
accounts told us that they wanted to use the Internet to 
arrange their debt payment programs. Our Consumer Risk 
Operations group responded by creating the industry’s 
first self-service collections Web site, myeasypayment.com. 


Customers can conveniently arrange payments on the bank’s new 
self-service collections Web site, myeasypayment.com. The site has 
increased customer satisfaction and retention while processing 
$335 million in delinquent collections payments in 2005. 


Customers are also able to use Bank of America’s innova- 
tive voice-response technology to conveniently arrange 
payments over the phone 24 hours a day. 

These self-service approaches provide customers 
managing past-due debt with exactly what they want: 
convenience and a degree of anonymity. Providing both, 
myeasypayment.com processed approximately $335 million 
in online delinquent collections payments in 2005. 

The rapid implementation of myeasypayment.com demon- 
strates how the bank applies a broad range of core operating 
strengths to leverage growth and provide customers with 
the service they want and need. In this case, excellence in 
customer service, technology, process control and the ability 
to manage scale were combined to turn delinquent 
collections, often a negative for both customers and the 
bank, into a tool that instead increases customer satisfaction 
and retention as well as the bank’s profits. 

To boost customer satisfaction even further, the 
collections staff is motivated to provide help, not necessarily 
to maximize immediate collections. Customers managing 
debt respond better to associates who are focused on helping 
and who derive job satisfaction by assisting customers with 
meeting their payments. 

With an innovative, relationship-focused collections 
philosophy, Bank of America helps customers deal with and 
find solutions to manage their debt issues. When we stand 
by customers in difficult times, those customers are more 
likely to remain loyal to us when times get better. 

Bank of America has applied its success in col- 
lections to its fraud protection business by launching 
myfraudprotection.com. When customers log on to the 
service, they can review recent credit card activity on 
their accounts to monitor for any unauthorized usage. In 
addition, the site provides tips to help customers identify 
fraudulent activity and provides suggestions for them to 
protect themselves. In 2005, use of myfraudprotection.com 
generated more than 49,000 Web hits; conversely, overall 
fraud calls dropped, enabling Bank of America associates 
to concentrate on more complex fraud issues. 
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How We Grow: Operating Excellence 


Doing business around the clock 


Customer-focused enhancements drive growth for bankofamerica.com 


ustomer convenience and ease of 

use established Bank of America’s 

leadership in online banking. In 

2005, we focused on expanding our 
online offerings and relationships. 


With the largest active online subscriber base 


in the world—nearly 15 million customers—the bank has 
more than 34 percent of all online banking customers in the 
country. Our 7.3 million online bill payers represent more 
than 58 percent of all U.S. online banking bill payers. 

Associates from marketing, technology, product groups, 
sales and e-commerce worked together to generate a 
161 percent increase in online sales over 2004. Successes 
included checking, savings and debit cards from the Keep 
the Change™ program (see “Helping People Grow Their 
Savings” on page 18). 

Bank of America has a history of online innovation, 
having pioneered free bill pay in 2002. Online customers 
have higher balances, higher retention rates and a lower cost 
to serve. Today, we’ve created more advances like text chat 
so customers can learn about buying products during real- 
time, online discussions with our associates. Ultimately, we 
want customers to be just as comfortable purchasing online 
as they are in a banking center. 

One example of the bank’s success in expanding 
products and services to online customers is the experience 
of Dr. Andrew Bertagnolli, a psychologist for a health-care 
provider in Northern California. Soon after signing up to 
pay bills online in 2005 to save time, Bertagnolli joined 
the Keep the Change program and also opened a savings 
account online. 

Each online customer is a candidate for buying a 
new product. With 1.6 billion site visits annually and a 
ranking among the top 50 U.S.-based sites for unique 
visitors—more than Dell, Capital One or Citigroup— 
bankofamerica.com is a prime source for sales leads. 


From left, Sanjay Gupta, e-Commerce and ATM executive; Diane E. 
Morais, Deposits and Debit Products executive; and James C. Jackson, 
East Division executive, Global Consumer and Small Business Banking, 
work closely to constantly improve customers’ online experience and 
increase sales. 


Buying products online is faster and easier for customers 
because of the bank’s innovative solutions: 

¢ Streamlined applications and faster processing 
for personal and small business accounts, reducing 
deposit account decisions from two days or more 
to less than a minute 

¢ New page designs with a retail approach and 
testimonial-style layouts to direct customers to 
the financial solutions they’re looking for 

¢ Guided selling to offer customers the products 
and services that are the best fit 

¢ Preapproved products for online banking customers 


With all these efforts—developing, diversifying and 
offering more products; cross-selling; and Internet adver- 
tising, along with quick and easy-to-use applications and 
fast fulfillment—bankofamerica.com is adding shareholder 
value with every transaction. The result is higher sales 
through a convenient, cost-efficient channel. 
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Operati 


From left, in Boston, Anne M. Finucane, 
president, Northeast; Mark J. Hogan 
r-+ Northeast Consumer Division executive; 
and William R. Lorenz, Middle 
Market Banking executive, Northea 

Commercial Banking, are part of 
the Bank of America team that 

is growing sales and customer 
Satisfaction,in the Northeast. 


Merger creates new opportunities, boosts customer satisfaction and improves sales 


ank of America in 2005 efficiently executed the integration of Fleet, exceeding 
the goals set when the merger was announced in 2003. We delivered on the 
pre-merger promise to expand into desirable Northeast markets and improve 
customer satisfaction and sales in the new markets, all while capturing greater 

cost savings than were projected at the merger’s outset. 
Bank of America associates smoothly converted the accounts of approximately 5 million Fleet 


customers to its retail platform in 2005. During the first seven months of the year, as business 
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systems at former Fleet op- 
erations were being converted 
to Bank of America systems, 
the bank added 181,000 net 
new checking accounts in 
the new markets, increased 
middle market loans by 
8 percent and deposits by 
5 percent, and tallied more 
than 2.5 million product sales 
in banking centers. 

In addition, our customer 
delight scores in the former 
Fleet markets had _ risen 
approximately 13 percent as 
of December 2005 from the 
baseline established at the out- 
set of the merger. “Delighted 
customers” are those who 
rank us at 9 or 10 on a 10-point 
scale when asked, “Overall, 


For the Bank of America-Fleet 
merger, the company: 


¢ Converted 21 million retail customer records 

¢ Reissued 11.2 million credit cards and 
2.4 million debit cards 

¢ Consolidated 455 deposit products into 
a simpler offering of 55 products 

¢ Converted more than 800,000 small 
business accounts 

¢ Installed 20,866 signs in nearly 2,200 
locations and recycled 140 tons of removed 
sign material 

¢ Logged more than 750,000 associate 
training hours 

¢ Devoted more than 5,600 associates to its 
systems-conversion efforts, which included 
5 million programming hours 

¢ Completed one of the largest personal trust 
conversions in U.S. banking history 

¢ Converted more than 900,000 brokerage 
accounts 


East Providence, RI. 

When we announced this 
merger in 2003, we said our 
combined company would 
deliver more financial ser- 
vice capabilities to more 
Americans than any bank in 
our nation’s history. Making 
good on that promise ranks 
as one of our company’s great 
accomplishments. Our cus- 
tomers in the Northeast have 
access to the broadest bank- 
ing franchise in the nation 
with a wide range of prod- 
ucts and services under the 
same roof. Our coast-to-coast 
presence provides them with 
access to more than 5,800 
retail banking offices, more 
than 16,700 ATMs and award- 


how satisfied are you with Bank of America?” 

Bank of America boosted customer satisfaction and 
sales while reducing annual costs by $1.85 billion pre-tax. 
This significantly surpassed the estimated annual cost 
savings of $1.6 billion pre-tax that we projected when the 
Fleet merger was announced in October 2003. The success 
of the Fleet merger was due to many factors, including 
thorough market research that identified customer expecta- 
tions, constant monitoring of customer delight, a judicious 
systems-conversion strategy that minimized impacts to our 
customers and our Six Sigma discipline focused on product 
and service excellence and the elimination of errors. 

As part of our commitment to the Northeast, we located 
the headquarters of our Global Wealth and Investment 
Management division in Boston, MA, and _ opened 
a new, state-of-the-art customer contact center in 


winning online banking with nearly 15 million active users. 

In all, our associates accomplished one of the largest 
business integrations and systems conversions in his- 
tory. The bank’s operational excellence—the ability to 
execute operations flawlessly—made this dramatic growth 
possible. 

We are proud that every associate contributed to this 
success—whether it was by working on one of the many 
merger teams or in other areas of the company, continu- 
ing their focus on serving and delighting our customers 
and clients. From the announcement of the merger, to our 
exciting brand introduction in new Northeast markets, to 
our unprecedented product and systems conversions in 
2004 and 2005, Bank of America associates throughout the 
company worked together to build a shared future as the 
world’s premier financial services company. L] 
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How We Grow: Innovation 


Building relationships with SafeSend’ 


Service helps Mexican-American customers assist family and loved ones 


very year, Hispanic residents in the United States transmit billions of dollars to 


family and loved ones in their native countries—an estimated $20 billion to 


Mexico alone. According to the Pew Hispanic Center, in 2005 nearly half of all 


adult Mexican immigrants living in the United States sent money to relatives in 


Mexico, often paying fees of up to 10 percent. 


In September 2005, Bank of America changed the game completely by offering a free, secure 


and easy alternative. Because we simplified and relaunched 
the SafeSend” service, any Bank of America customer with 
a checking account can send cash to anyone in Mexico— 
immediately and free of charge. 

The SafeSend service provides cash in Mexican pesos, at 
competitive exchange rates, to recipients in Mexico through 
more than 3,600 locations. In 2006, the bank will add 
900 more locations. No fees, cards or unfamiliar procedures 
are required, only proper identification. A patent is pending 
on this new remittance process. 

This innovation allows Bank of America to attract 
many new customers who have never dealt with a bank. 
An estimated 50 percent of Hispanics have no banking 
experience or relationship with a financial institution. The 
SafeSend service provides these customers with a compelling 


How we grow through innovation 


An essential part of Bank of America’s 
long-term growth strategy is the spirit 
of innovation in everything we do. At the 
heart of our inventiveness are two criti- 
cal strands that are consistently woven 


together: listening carefully to customers’ 


needs and desires and building on our 
core strengths, such as product diversity, 
risk management and technology. 

In this section are examples of how 
Bank of America is using innovation 


to build value for the bank and our 


reason to do business with Bank of America. 

With more than 40 million Hispanics in the United States, 
the SafeSend service plays an important part in growing our 
business in a segment that will account for 60 percent of 
the population growth in the bank’s markets over the next 
decade. Hispanic purchasing power alone would rank among 
the top 10 economies of the world and is growing faster than 
that of the population as a whole, according to research cited 
by the Hispanic Association on Corporate Responsibility. 

The SafeSend service is a strategic investment that 
attracts and grows customer relationships, and therefore 
it is not a stand-alone product but rather a feature of the 
bank’s basic checking accounts. Checking accounts with 
these added features are free with direct deposit, and they 
are proven relationship starters. 


customers. Whether the bank is 
leading the way in making online 
banking more secure and worry-free 
or creating programs to attract and 
retain diverse customers, innovation 


is key to our efforts. 
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How We Grow: Innovation Introducin 


§ a whole new kind of change 


Bank of America @ 


Keep the Change™ program allows consumers to save while they spend 


arly in 2005, Bank of America researchers went into the field looking for a fresh 


idea, something with a “you’ve got to be kidding” quality that would inspire 


consumers to put a little money into savings on a regular basis. 


The result was the Keep the Change™ program, an innovative save-while-you-spend 


program that was chronicled nationally both on television and in many publications in the fourth 


quarter of 2005. And within three months of its October 2005 media launch, the program 


had attracted more than 1 million customers—more than 
20 percent of them new to the bank. 

The program was developed after conversations with con- 
sumers who candidly acknowledged being short on both time 
and money. They raided the change jar in desperation when 
they were short on funds—and were always happy to find 
more accumulated cash than they had imagined was there. 

When customers enroll, every debit card purchase they 
make is automatically rounded up to the next dollar and the 
difference—“the change”—is transferred from checking to 
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savings. Bank of America matches 100 percent of the Keep 
the Change program deposits for the first three months and 
then matches 5 percent of transfers thereafter, up to 
$250 per year, paid annually. 

The Keep the Change program succeeds in not only 
attracting new customers, but also in providing them with a 
strong incentive to stay. And customers who stay also tend 
to deepen their relationships with the bank by purchasing 
other products and services and are more likely to recom- 
mend the bank to others. 


How We Grow: Innovation 


Protecting online customers 


SiteKey™ security feature minimizes fraud and raises consumer confidence 


ank of America’s online banking 
customers are breathing easier 
thanks to an _ industry-leading 
security feature called SiteKey™ 
The New York Times, The Washington Post 
and dozens of other media outlets reported 


on SiteKey as a leading solution in the fight against 
online fraud, with BusinessWeek naming it one of the best 
products of 2005—a year in which phishing, pharming and 
other forms of online financial fraud hit record numbers. 
Javelin Strategy and Research ranked Bank of America 
best overall in its Online Banking Safety Scorecard as well 
as No. 1 for prevention and resolution of identity theft. 

The SiteKey security feature is the latest benefit of 
what has been widely recognized as the top online banking 
service. It is just one example of our discipline and effective- 
ness in managing risk for customers and shareholders. 

Maintaining customer confidence in e-commerce is 
a top priority. Online customers generally keep higher 
balances and are more likely to stay with Bank of America. 
In 2005, the number of online banking subscribers grew 
from 12.4 million to 14.7 million, making it one of our 
fastest-growing sales and service channels and a critical 
element of our broader growth strategy. 

We pulled together a cross-functional team of our best 
minds to combat online financial fraud. The team first 
focused on phishing, in which consumers are duped into 
revealing personal financial information through spam 
e-mail that directs them to fake Web sites. The second area 
of focus was pharming, in which consumers’ attempts to 
reach legitimate Web sites are redirected without their 
knowledge to look-alike sites, where they may unwittingly 
provide fraudsters with personal information. 

The free SiteKey feature defeats these types of fraud 
by providing an additional layer of authentication that is 
personal and convenient. At most Web sites, customers prove 
their identity only by providing a username and password 
and often can’t confirm that the site is legitimate. 

The SiteKey security feature, however, provides two-way 


Named one of the best products in 2005 by BusinessWeek, SiteKey 
provides customers with peace of mind when banking online. 


confirmation. Customers sign up by picking an image, 
writing a unique phrase and answering three chal- 
lenge questions. From then on, signing in takes only 
a few easy steps: the customer types the username, 
Bank of America shows the customer’s specified image and 
phrase to confirm the customer reached bankofamerica.com, 
and then the customer knows it’s safe to enter his or her 
secret code. If our system identifies something unusual, for 
example that the customer is using a different computer, 
we ask a challenge question for further confirmation. 

After the SiteKey feature debuted in 2005, ahead of 
the Federal Financial Institutions Examination Council’s 
announcement of recommendations for online authentica- 
tion, industry watchers such as the Tower Group praised 
us for our proactive steps in enhancing security, calling the 
advancement a “watershed” and “unique.” 

In addition to SiteKey confirmation, we’ve launched an 
online toolbar with EarthLink Inc. that alerts consumers 
to potentially dangerous Web sites, including those used by 
phishers. We’ve also enhanced our privacy and security Web 
site to inform customers about our initiatives to protect them 
and let them know what they can do to protect themselves. 

Our online fraud detection and resolution teams 
avoided millions of dollars in losses during the year, and we 
continue to look for ways to enhance security and share 
proven solutions across our businesses. [1 
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How We Grow: Recognizing Opportunities 


Investing in China's growth 


China Construction Bank investment opens doors in one of the world’s fastest-growing economies 


s part of a long-term strategic investment in one of the world’s fastest-growing 


economies, Bank of America finalized an innovative partnership with China 


Construction Bank in 2005. Under the agreement, Bank of America became a 


significant shareholder in, and long-term strategic partner of, China Construction 


Bank. Bank of America associates will work with China Construction Bank to provide advice 


and assistance to the Beijing-based bank. 


China Construction Bank has built a leading fran- 
chise in China, the world’s fourth-largest economy. Both 
partners see significant added value in combining China 
Construction Bank’s local knowledge and distribution with 
Bank of America’s product expertise, technology and experi- 
ence in managing growth and scale. 

The partnership with China Construction Bank will 
enable Bank of America to better serve our multinational 
clients who do business in China. We also expect to find 
opportunities in China’s consumer market, which currently 
includes a growing population of more than 1.3 billion 
people. In 2006, we hope to establish a joint venture 
between China Construction Bank and Bank of America to 
provide credit cards in China. 


China Construction Bank is the third-largest com- 
mercial bank in China, with $522 billion in assets and 
$467 billion in deposits. It has 146 million active retail deposit 
account relationships, a national network of 14,250 branches 
concentrated in the more economically developed areas of 
the country, and relationships with 97 of the top 100 enter- 
prises in China. It is China’s largest mortgage lender and has 
leading positions in credit cards and infrastructure loans. 

Bank of America bought approximately 9 percent of 
China Construction Bank stock for $3 billion. Under the 
terms of the seven-year agreement, it has the option of 
increasing that stake to 19.9 percent in the future. 

This is just one example of how we are recognizing 
opportunities to expand our business. 


How we grow by recognizing opportunities 


One part of Bank of America’s growth 
strategy is to identify, invest in and 
acquire businesses that combine with 
the bank’s core strengths to create 
greater organic growth opportunities. 
With credit cards becoming increas- 


ingly important, partly due to online 
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purchasing, Bank of America’s MBNA 
acquisition positions us as a dominant 
player in payments. The value of such 
positioning becomes even clearer as we 
help our new partner, China Construc- 


tion Bank, leverage its strong market 


cards and other diverse consumer 
products in one of the world’s fastest- 
growing economies. 

These investments demonstrate 
the power of growing by recognizing 


important strategic opportunities. 


position to become a leader in credit 
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Bruce L. Hammonds, president, Bank of America 
Card Services (far right) with John A. Mitas III, M.D., 
chief operating officer of the American College of 
Physicians (ACP). With the acquisition of MBNA, 
Bank of America now has more than 5,000 affinity 
relationships with organizations such as the ACP. 


MBNA acquisition brings new expertise, products and value 


n a move that makes Bank of America the industry leader in credit cards by adding 


20 million customer accounts, we acquired MBNA in 2006. The acquisition brings us 


expertise in affinity marketing and electronic transaction processing and provides new 


opportunities to cross-sell Bank of America products and services to MBNA customers 


as well as to sell MBNA products in our banking centers. 


MBNA, formed in 1982, has an attractive customer base built on affinity programs and 


through multichannel direct marketing. MBNA has a history 
of customer focus, having been the first credit card issuer 
to offer 24-hour service. To this we add our leading online 
banking capabilities, dominant distribution channels and 
efficient lending processes. 

The MBNA acquisition makes Bank of America the 
largest credit card issuer in the United States as mea- 
sured by balances—offering the bank unique competitive 
advantages. Along with the ability to drive revenue growth 
through the new customer accounts, we now have affinity 
relationships with more than 5,000 partner organizations, 
including such famous sports organizations as the National 
Football League and NASCAR. 
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Bank of America can deliver innovative deposit, lending 
and investment products and services to MBNA customers 
and offer MBNA products to our customers. We also have 
access to a broader selection of loan portfolios that can be 
bundled for sale to our investment banking clients. 

The combined business will have in excess of 40 million 
active credit card accounts in the United States and nearly 
$143 billion in managed balances—more than 20 percent of the 
market. We are also the leader in debit card transactions, with 
a 16 percent market share. In addition, the acquisition provides 
us with a credit card offering in Canada, the United Kingdom, 
Spain and Ireland, representing an established international 
business with more than $27 billion in loans. 


How We Grow: Working Together 


Increasing client referrals 


Meeting customers’ needs across divisions with customized end-to-end service 


ank of America delivered more 
products and services to more cus- 
tomers than ever before through 
collaborative efforts among its busi- 
ness segments in 2005. Client referrals to and 
from the bank’s Global Wealth and Investment 


Management division alone generated more than $25 billion 
in loans, deposits and investments last year, and Global 
Wealth and Investment Management associates helped 
close more than 200,000 referrals of clients from one 
part of the bank to another. 

Whether in wealth and investment management or small 
business or corporate investment banking, our strategy is 
the same: intensify internal teamwork to raise awareness 
of our capabilities and serve clients in more holistic ways to 
develop comprehensive banking relationships. 

Most referrals originate from Global Consumer and 
Small Business Banking, which had relationships with more 
than 38 million U.S. consumers and small businesses as of 
Dec. 31, 2005. When new customers visit any one of 5,873 
banking centers in the United States to open a new 
account, affluent clients are referred to Premier Banking 
and Investments, which serves clients with investable assets 
between $100,000 and $3 million, or The Private Bank, for 
those with assets above $3 million. Once these clients obtain 
access to integrated banking and investment services—in- 
cluding financial and retirement planning and wealth trans- 
fer and estate planning—they generally do more business 


How we grow by working together 


In 2005, Bank of America began to extend its wealth transfer and 
estate planning services to clients of Premier Banking and Investments, 
such as Dr. Arthur and Carla Silver, of Atlanta. 


with us as their account balances tend to rise. 

One example of how the initiative is working involves a 
commercial banking client who was about to sell his busi- 
ness for more than $50 million. To provide this client with 
an end-to-end solution, his banker brought in mergers and 
acquisition specialists from the Global Capital Markets 
and Investment Banking division, who helped facilitate the 
sale. He then tapped the expertise of The Private Bank for 
presale tax planning and wealth management strategies. 
Upon selling his business, the client deposited assets from 
the sale into his Private Bank account. 

We offer clients a compelling value proposition: Give us 
the opportunity and we will provide unmatched convenience 
and expertise, high-quality service, and a full set of financial 
products and services delivered as a single relationship. 


In 2005, by collaborating across lines of Collaborating across separate lines of investment and capital markets, among 


business, our associates created new growth business to deliver more financial services _ others. Deployed efficiently, our vast 


opportunities beyond those available to not only increases revenue opportunities, product offering, combined with the conve- 


our individual units. Working together, we __ it also increases customer convenience nience, efficiency and competitive pricing 


presented customers integrated financial and satisfaction. We have a large and provided by our coast-to-coast franchise, 


services solutions composed of products diversified portfolio of products for the allows customers to turn to us as a single 


from across the entire bank. consumer, small business, commercial, source for diversified financial services. 
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How We Grow: Working Together 


Collaborating to create more value 


Working together, business units close high-profile transactions 


n 2005, several transactions completed with the collaboration of formerly siloed business 


units proved that Bank of America’s new focus on working together produces results— 


for customers and shareholders. 


These deals are merely the most visible examples of how Bank of America is 


leveraging its expertise across divisions to say “yes” to more customers more often. Work- 


ing together, the bank’s units will soon be able to match consumers who need higher-risk 


financing with institutional clients who want to invest in 
that level of risk. As a result, we will reap increased profits and 
shareholder value while serving the needs of many customers, 
both consumers and investors. 

In one example, Banc of America Securities provided 
MetLife with an integrated solution for the acquisition 
of Citigroup’s Travelers Life and Annuity and essentially 
all of Citigroup’s international insurance business. As a 
financial advisor to MetLife, we also served as joint global 
book-running coordinator on multiple securities offerings 
totaling $6.9 billion to finance the $11.8 billion deal. 

This acquisition financing was one of the largest ever 
when it was announced in June. Launched and concluded 
in a three-week period, it accessed multiple markets to 
optimize the financing sources—the perpetual preferred 
market, mandatory convertible market, U.S. high-grade 
market and sterling market. Various teams worked together 
to develop this highly complex financing plan to minimize 
the cost for the client and maximize both earnings per 
share and return on equity. The success of the MetLife deal 
highlights the effectiveness of the bank’s ability to provide 
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clients with cost-effective, multiproduct solutions. 

Another example of how strong teamwork differentiates 
Bank of America was the leveraged buyout (LBO) of Toys 
“R” Us by Bain Capital, Vornado Realty Trust and KKR. In 
serving as both debt provider and financial advisor to the 
financial sponsors, the bank was instrumental in the 
completion of the LBO, When announced in March, this deal 
($6.6 billion plus the assumption of debt) was the largest 
retail LBO in U.S. history and the third-largest LBO of any 
kind. The transaction was named Euromoney magazine’s 
2005 “Financing Package of the Year” and Investment 
Dealers’ Digest’s “Real Estate Deal of the Year.” 

Closing the transaction required partnerships from around 
the globe, including several U.S. and European industry groups 
from the Investment Banking team; the Leveraged Finance 
and High-Yield Capital Markets teams; Commercial Mortgage- 
Backed Securities; Commercial Banking; the Derivatives 
product group; and Real Estate Syndications. 

These transactions show how our diverse capabilities, when 
combined with our innovation, hard work and cooperation, 
accelerate our growth. 
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When it was announced, the Toys “R” Us 
al was the largest retail leveraged buyout 


How We Grow: Investing in Our Communities 


Restoring a community landmark 


Bank provides much-needed affordable housing for seniors in Tampa 


ising from a once-abandoned hospital site in East Tampa, FL, the newly completed 


Centro Place Apartments illustrate the strengths of Bank of America’s Community 


Development Banking group. This restoration opened in 2005 to provide much- 


needed affordable housing for low- to moderate-income seniors. 


Banc of America Community Development Corp. renovated the remains of the historic 


Centro Asturiano Hospital, originally built in 1928 to serve the Ybor City section of East 


Tampa. Founded in 1886, Ybor City once flourished with 
world-famous cigar factories and other trades employ- 
ing Cuban, Italian, Spanish and other immigrants. The 
144-bed Centro Asturiano Hospital—where generations of 
neighborhood residents were born—eventually closed in 
1990, becoming a vacant eyesore. 

Bank of America served as developer, investor and lender 
in the redevelopment project, providing more than $14 million 
through direct capital investment and guarantees. Today, 
Centro Place stands as a faithful restoration of the historic 
hospital site. Four new residential buildings reflecting the 
design of the original landmark provide 160 units of multifam- 
ily apartments. The original hospital building that serves as a 
clubhouse features a theater, multimedia room, computer cen- 
ter, meeting space, exercise facility and library. Bank of America 
partnered with The Home Association of Tampa, which guides 
the center’s programming with their decades-long experience 
in helping neighborhood seniors. The development is located 


near public transit, as well as medical and consumer services. 

To make Centro Place financially feasible and self: 
supporting, a team of associates led a public-private partner- 
ship that includes the City of Tampa, Florida Housing Finance 
Corp., federal agencies and local nonprofit groups. 

Since the early 1900s, Bank of America has been a 
leader and community partner in the development of decent, 
affordable housing and strong local business economies. 
The cornerstone of our leadership is a 10-year lending and 
investment goal of $750 billion that provides more than 
$205 million every day for community development activi- 
ties. This goal and similar Bank of America initiatives are 
the inspiration for an industry-leading array of traditional 
and innovative financial products, along with the expertise 
to find answers to the most complex priorities facing our 
communities. We recognize that creating neighborhood 
excellence and economic opportunity in low- and moderate- 
income communities is simply good business. L] 


How we grow by investing in our communities 


Bank of America is the nation’s leading 
provider of grants and loans in support 
of neighborhood development. Investing 
in the health and growth of our commu- 


nities is not only the right thing to do, it 


is also an important part of the bank’s 
overall growth strategy. That is why the 
bank is committed to philanthropic gifts 
totaling $1.5 billion over the coming 


decade. That is why the bank is pursuing 


a 10-year goal of loaning and investing 
$'750 billion to support community 
development. 

Bank of America grows in partnership 


with the communities we serve. 
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Marc Center trainees learn new skills and inspire others 


ank of America’s transaction processing center in Tempe, AZ, regularly hires 
temporary employees from the Marc Center, a nonprofit organization that helps 
people with disabilities find meaningful work. 
Trainees from the Marc Center assist with the monthly preparation of more 
than 1.7 million statements, gaining practical experience. These individuals inspire our Tempe- 
based check processing associates every day by proving that anyone can overcome a challenge 


and be successful in a company that values merit. 
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How We Grow: Investing in Our Communities 


Making a difference in our neighborhoods 


The Neighborhood Excellence Initiative provides opportunity and sustains vibrant communities 


ank of America in 2005 embarked 
on a mission to fulfill an unprec- 
edented decade-long, $1.5 billion 
philanthropic goal, making the 
bank one of the most generous corporations 


in the country based on cash donations. 


As part of this 10-year goal, the company will donate 
$200 million in 2006. The bank will meet this goal through 
a national strategy called “neighborhood excellence,” under 
which the bank works with local community leaders to iden- 
tify and meet the most pressing needs in each neighborhood. 
Our emphasis on community building is the catalyst for the 
Neighborhood Excellence Initiative—the bank’s signature 
philanthropic program. In 2005 the bank committed more 
than $30 million to the program in 38 markets nationwide. 

The Neighborhood Excellence Initiative consists of 
three components: Student Leaders, Local Heroes and 
Neighborhood Builders. Student Leaders are exemplary 
high school students with an interest in improving their 
neighborhoods. Bank of America provides funding for each 
student to participate in a paid, eight-week summer intern- 
ship with a community-based organization as well as a 
customized mentoring relationship with a Bank of America 
associate. Kayla Drozd, an exceptional high school student 
from Portland, OR, recently completed her internship with 
Mount Hood Habitat for Humanity. “Working closely with my 
Bank of America mentor, I gained hands-on experience—not 
only benefiting my community, but bettering myself through 
valuable professional experience,” says Ms. Drozd. 

The bank also recognizes Local Heroes for their achieve- 
ments and leadership on issues that contribute significantly 
to neighborhood vitality. The bank funds a $5,000 contri- 
bution to an eligible nonprofit of the Local Hero’s choice. 
Michael Lesparre of Washington, DC, is one such hero. 

Known as Maitre d’Lesparre, the 82-year-old World 
War II veteran arrives at Miriam’s Kitchen before 6 a.m. 
to help serve breakfast to more than 200 homeless guests. 
“Volunteering is a wonderful, eye-opening experience, 
and I truly can’t think of anything more rewarding than 


Jesus Garcia, executive director of the Little Village Community 
Development Corp. in Chicago, watches neighborhood children 
participate in a martial arts class sponsored by Little Village. 


giving back to the people who come here looking for a sec- 
ond chance at life,’ says Lesparre. Lesparre directed his 
$5,000 grant from Bank of America to Miriam’s Kitchen. 
The program also provides grants to Neighborhood 
Builders—nonprofits working to promote vibrant neighbor- 
hoods. Each organization receives a $200,000 grant over 
two years, which can be used for operating expenses and 
capacity building. Leaders from each organization also 
participate in an innovative leadership training program. 
This year, nonprofit leaders from our inaugural 
Neighborhood Excellence Initiative participated in sessions 
in San Francisco, Chicago, Boston and Washington, DC. 
Among the participants was Jesus Garcia, executive director 
of Little Village Community Development Corp., an organi- 
zation dedicated to violence prevention, education and eco- 
nomic development on Chicago’s Southwest Side. “The Bank 
of America Neighborhood Excellence Initiative is open-minded, 
takes chances with newer organizations and invests capital 
and other resources at critical points during development 
using nonconventional criteria,” says Garcia. 
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How We Grow: Our Businesses 


Global Consumer and Small Business Banking 


ank of America serves more than 

38 million consumer and small 
business relationships in the nation’s 
fastest-growing and most diverse com- 
munities. Sales, service and fulfillment 
are provided through more than 5,800 
banking centers and nearly 17,000 ATMs 
in 29 states and the District of Colum- 
bia. We also offer our customers the 
leading online banking service in the 
United States, with more active online 
bill payers than all competing banks 
combined, as well as a 24-hour telephone 
banking service that earns high ratings 
for speedy and easy self-service. With 
product and sales teams coordinating 
closely within these various distribution 
channels, Bank of America has grown 
to become the nation’s largest provider 
of checking and savings services, the 
No. 1 credit and debit card provider 
(effective with completion of the MBNA 
merger on Jan. 1, 2006), the No. 1 small 
business lender, the leading home equity 
lender and the fifth-largest originator of 
consumer mortgages. 
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(in billions) 


Global Wealth and Investment Management 


$7.4 


$5.9 


$4.0 


703 «='04 105 
Revenue * 


$2.4 


$1.6 


$1.2 


'03 "04 "05 
Net Income 


(in billions) 


lobal Wealth and Investment Manage- 

ment delivers comprehensive financial 
solutions to more than 2 million individ- 
ual and institutional clients worldwide. 
It includes Premier Banking and Invest- 
ments, which delivers financial solutions 
through full-service banking and invest- 
ment products to affluent clients; The 
Private Bank of Bank of America, which 
provides investment, trust and integrated 
banking, and lending services to wealthy 
clients; and Family Wealth Advisors at 
The Private Bank, which serves the com- 
plex financial needs of the very wealthy. It 
also includes Columbia Management, one 
of the world’s largest asset managers and 
the provider of proprietary asset manage- 
ment products to retail and institutional 
investors. It is among the 10 largest U.S. 
wealth managers (ranked by private 
banking assets under management in 
accounts of $1 million or more as of June 
30, 2005), the 10 largest U.S. mutual fund 
managers, and the five largest global 
money market fund managers by assets 
under management as of Dec. 31, 2005. 


Global Business and Financial Services 


lobal Business and Financial Services 

serves midsize domestic and interna- 
tional business clients of Bank of America. 
The unit, combined in 2006 with Global 
Capital Markets and Investment Bank- 
ing to form the new Global Corporate and 
Investment Banking unit, provides in- 
novative financial services, specialized 
industry expertise and local delivery 
through a global team of client manag- 
ers and a diverse mix of market-leading 
businesses, including Global Treasury 
Services, Middle Market Banking, Com- 
mercial Real Estate Banking, Dealer Fi- 
nancial Services, Business Banking, Leas- 
ing and Business Capital. It also includes 
our businesses in Latin America. Bank of 
America is the predominant middle mar- 
ket bank in the United States, providing 
financial solutions such as capital mar- 
kets, investment banking and traditional 
banking services. We also are the No. 1 
global treasury services provider, the lead- 
ing bank-owned asset-based lender and 
the leading provider of financial services 
to commercial real estate businesses. 
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$11.2 


$9.3 


$5.9 
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$4.6 
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Global Capital Markets and Investment Banking 


$9.0 $9.0 


$8.4 


703. '04 "05 
Revenue* 


$1.9 
$1.8 


0s) fos 705 
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(in billions) 


lobal Capital Markets and Invest- 

ment Banking is an integrated cor- 
porate and investment bank that provides 
issuer clients with innovative, comprehen- 
sive capital-raising solutions and advi- 
sory services, as well as traditional bank 
deposit and loan products, cash man- 
agement and payment services. Inves- 
tor clients are served through equity 
and debt research, secondary trading 
capabilities and financing activities in 
fixed income and equity markets. Clients 
benefit from extensive derivative and 
other risk-management products. Through 
offices in more than 27 countries, it serves 
domestic and international corpora- 
tions, including most of the Fortune 500, 
institutional clients, financial institutions 
and government entities. Many of our 
services are provided through our U.S. 
and UK subsidiaries, Banc of America 
Securities LLC and Banc of America 
Securities Limited. 


*Fully taxable-equivalent basis 
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Bank of America Corporation and Subsidiaries 


Executive Officers 


Kenneth D. Lewis 
Chairman, Chief Executive Officer 
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Global Risk Executive 


Alvaro G. de Molina 
Chief Financial Officer 
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Global Technology, Service and 
Fulfillment Executive 
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Brian T. Moynihan 
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President, Global Corporate and 
Investment Banking 
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William Barnet, III 
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The Barnet Company 
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MBNA Corporation 
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Sonoco Products Company 
Hartsville, SC 
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Chief Executive Officer 
The Collins Group, Inc. 
Boston, MA 


Gary L. Countryman 
Chairman Emeritus 
Liberty Mutual Group 
Boston, MA 


Tommy R. Franks 
Retired General 
United States Army 
Tampa, FL 


Paul Fulton 
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Industries, Inc. 
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Former Chairman 
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Boston, MA 
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Chapel Hill, NC 


Kenneth D. Lewis 
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Officer and President 

Bank of America Corporation 
Charlotte, NC 
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Chief Executive Officer 
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Boston, MA 
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The Museum of Television & Radio 
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Former Ambassador to Spain 
Albuquerque, NM 


Thomas M. Ryan 
Chairman, President and 
Chief Executive Officer 
CVS Corporation 
Woonsocket, RI 
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The International Group, Inc. 
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Corporate Information 


Bank of America Corporation and Subsidiaries 


Headquarters 

The principal executive offices of Bank of America 
Corporation (the Corporation) are located in the 

Bank of America Corporate Center, Charlotte, NC 28255. 


Shareholders 

The Corporation’s common stock is listed on the New York 
Stock Exchange and the Pacific Stock Exchange under the 
symbol BAC. The Corporation’s common stock is also listed 
on the London Stock Exchange, and certain shares are listed 
on the Tokyo Stock Exchange. The stock is typically listed as 
BankAm in newspapers. As of March 3, 2006, there were 
279,724 record holders of the Corporation’s common stock. 


The Corporation’s annual meeting of shareholders will 

be held at 10 a.m. local time on April 26, 2006, in the Belk 
Theater of the North Carolina Blumenthal Performing Arts 
Center, 130 North Tryon Street, Charlotte, NC. 


For general shareholder information, call Jane Smith, 
shareholder relations manager, at 1.800.521.3984. 

For inquiries concerning dividend checks, dividend 
reinvestment plan, electronic deposit of dividends, tax 
information, transferring ownership, address changes or 
lost or stolen stock certificates, contact Bank of America 
Shareholder Services at Computershare Trust Company, 
N.A., via our Internet access at www.computershare.com/ 
bankofamerica; or call 1.800.642.9855; or write to 

PO. Box 43095, Providence, RI 02940-3095. 


Analysts, portfolio managers and other investors seeking 
additional information should contact Kevin Stitt, Investor 
Relations executive, at 1.704.386.5667 or Lee McEntire, 
senior manager, Investor Relations, at 1.704.388.6780. 


Visit the Investor Relations area of the Bank of America 
Web site, hitp://investor.bankofamerica.com, for stock and 
dividend information, financial news releases, links to 
Bank of America SEC filings, electronic versions of our 
annual reports and other material of interest to the 
Corporation’s shareholders. 


Annual Report on Form 10-K 

The Corporation’s 2005 Annual Report on Form 10-K 

is available at http://investor.bankofamerica.com. The 
Corporation also will provide a copy of the 2005 Annual 
Report on Form 10-K (without exhibits) upon written 
request addressed to: 
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Bank of America Corporation 
Shareholder Relations Department 
NC1-007-23-02 

100 North Tryon Street 

Charlotte, NC 28255 


Customers 

For assistance with Bank of America products and 
services, call 1.800.900.9000, or visit the Bank of America 
Web site at www.bankofamerica.com. 


News Media 

News media seeking information should visit the 
Newsroom area of the Bank of America Web site for 
news releases, speeches and other material relating to 
the Corporation, including a complete list of the 
Corporation’s media relations specialists grouped by 
business specialty or geography. To do so, go to 
www.bankofamerica.com/newsroom. 


NYSE and SEC Certifications 

The Corporation filed with the New York Stock Exchange 
(“NYSE”) on May 16, 2005, the Annual CEO Certification 
as required by the NYSE corporate governance listing 
standards. The Corporation has also filed as exhibits 

to its 2005 Annual Report on Form 10-K the CEO and 
CFO certifications as required by Section 302 of the 
Sarbanes-Oxley Act. 


5-Year Stock Performance 
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SECURITIES REGISTERED PURSUANT TO SECTION 12(b) OF THE ACT: 
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Restatement 
Overview 


Bank of America Corporation (the “Corporation”) is restating its historical financial statements for the quarters 
ended March 31, 2005, June 30, 2005 and September 30, 2005, the year ended December 31, 2004, including the 
quarters ended March 31, 2004, June 30, 2004 and September 30, 2004, the year ended December 31, 2003, and other 
selected financial data for the years ended December 31, 2002 and 2001. These restatements and revisions relate to the 
accounting treatment for certain derivative transactions under the Statement of Financial Accounting Standards No. 
133, Accounting for Derivative Instruments and Hedging Activities, as amended (SFAS 133). The Corporation is 
presenting this restatement in its 2005 Annual Report on Form 10-K. 


The restatement has the following impact on Net Income and Diluted Earnings Per Common Share (EPS) by period: 


Impact by Periods” 
Net Income Diluted EPS 


(Dollars in millions, except per share information) Adjustment Adjustment 
Beginning Balance Adjustment .......... 00... cece ccc een eee eens $1,011 Not Applicable 
2008 mo Stade Hon LBs ane ecm BASRA RE BS Oe skh eee Ne Sa al de (49) (0.02) 
2004 
DVO,» icssctiee tele eh es zcteaversde ob aetna ets areata ct dud deo tuted, eee ace There doa bebe (33) (0.01) 
OA a ees thacetecetatecinces atest nee a top lace ehancea hanes ede eee cater ctlel ay da ehaant aeeaeecanencoahecasanats (508) (0.12) 
BQOA: sessed eeie aaah ad Ae ae a oaeateon dd, hecapeinile GA eaeto nts anes 339 0.08 
AOA 2a, sooo pcg aba ce seca acetpres aysyrts Seta abe ae geaE se hen ante ae aud ereeaa ir ha oceans canteen ee 7 — 
Vat i accnciasaranidargedneteds bites chhboewtin badeeneaabaas (196) (0.05) 
2005 
LQOD) selects dance cad Bead Aidan Goa e ed ee dae eae ede (302) (0.07) 
OVO: saad. Sus sate sega odes aod: gdh a dvsubeee aac saeet su tneceeasneraeude aesuaeeenavactaceeautegteateanaeacs 361 0.09 
£5) 61015 ae Ore Pm ne (285) (0.07) 
AOD siz tetanic ate eee area a aeaed Need aeadere eaeaet-sehantce-emenitardea ala cee ea aeacne atnnentnahenetvets (194) (0.05) 
VO@ar’ non eGhcadwid a garter ida al eases ew ee Ra eu ee ee (421) (0.11) 
Ota oo een Gk oe Sates ae pel etw ou a eae te Ae a Oe eee tar oe $ 345 


(1) For presentation purposes, certain numbers have been rounded. 
For additional information relating to the effect of the restatement, see the following items: 


Part IT: 


Item 6 — Selected Financial Data 

Item 7 —- Management’s Discussion and Analysis of Results of Operations and Financial Condition 
Item 7A — Quantitative and Qualitative Disclosure about Market Risk 

Item 8 — Financial Statements and Supplementary Data 

Item 9A — Controls and Procedures 


Part IV: 
Item 15 — Exhibits and Financial Statements Schedule 


PART I 
Item 1. BUSINESS 


General 


Bank of America Corporation (the “Corporation”) is a Delaware corporation, a bank holding company and a financial 
holding company under the Gramm-Leach-Bliley Act. The Corporation was incorporated in 1998 as part of the merger of 
BankAmerica Corporation with NationsBank Corporation. The principal executive offices of the Corporation are located 
in the Bank of America Corporate Center, Charlotte, North Carolina 28255. 


Additional information relating to our businesses and our subsidiaries is included in the information set forth in 
pages 26 through 42 of Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations 
and Note 20 of the Notes to the Consolidated Financial Statements in Item 8 of this report. 


Primary Market Areas 


Through its banking subsidiaries (the “Banks”) and various nonbanking subsidiaries, the Corporation provides a 
diversified range of banking and nonbanking financial services and products, primarily throughout the Northeast 
(Connecticut, Maine, Massachusetts, New Hampshire and Rhode Island), the Mid-Atlantic (Maryland, New Jersey, New 
York, Pennsylvania, Virginia and the District of Columbia), the Midwest (Illinois, Iowa, Kansas and Missouri), the 
Southeast (Florida, Georgia, North Carolina, South Carolina and Tennessee), the Southwest (Arizona, Arkansas, New 
Mexico, Oklahoma and Texas), the Northwest (Oregon, Idaho and Washington) and the West (California, Idaho and 
Nevada) regions of the United States and in selected international markets. Management believes that these are 
desirable regions in which to be located. Based on the most recent available data, personal income in the states in these 
regions as a whole rose 6.6 percent year-to-year through the third quarter of 2005, compared to growth of 3.3 percent in 
the rest of the United States. In addition, the population in these states as a whole rose an estimated 1.3 percent 
between 2004 and 2005, compared to growth of 0.4 percent in the rest of the United States. Through December 2005, the 
average rate of unemployment in these states was 4.8 percent, ranging from 3.3 percent in Florida and Virginia to 7.0 
percent in South Carolina, compared to a rate of unemployment of 5.1 percent in the rest of the United States. The 
number of housing permits authorized in 2005 was nearly 9 percent higher than in 2004 in these states as a whole. 


The Corporation has the leading bank deposit market share position in California, Connecticut, Florida, Maryland, 
Massachusetts, Nevada, New Jersey and Washington. In addition, the Corporation ranks second in terms of bank 
deposit market share in Arizona, Delaware, Kansas, Missouri, New Mexico, North Carolina, Rhode Island, South 
Carolina and Texas; third in Arkansas, District of Columbia, Georgia and Maine; fourth in Idaho, New Hampshire, 
Oklahoma, Oregon and Virginia; fifth in Tennessee; sixth in New York; eighth in Iowa; tenth in Pennsylvania; and 
fourteenth in Illinois. 


Acquisition and Disposition Activity 


As part of its operations, the Corporation regularly evaluates the potential acquisition of, and holds discussions 
with, various financial institutions and other businesses of a type eligible for financial holding company ownership or 
control. In addition, the Corporation regularly analyzes the values of, and submits bids for, the acquisition of customer- 
based funds and other liabilities and assets of such financial institutions and other businesses. The Corporation also 
regularly considers the potential disposition of certain of its assets, branches, subsidiaries or lines of businesses. As a 
general rule, the Corporation publicly announces any material acquisitions or dispositions when a definitive agreement 
has been reached. 


On April 1, 2004, the Corporation completed its merger with FleetBoston Financial Corporation, and, on June 13, 
2005, Bank of America, N.A. completed its merger with Fleet National Bank. On January 1, 2006, the Corporation 
completed its merger with MBNA Corporation. Additional information on these mergers and the Corporation’s other 
acquisition activity is included under Notes 2 and 3 of the Notes to the Consolidated Financial Statements in Item 8 
which are incorporated herein by reference. 


Government Supervision and Regulation 


The following discussion describes elements of an extensive regulatory framework applicable to bank holding 
companies, financial holding companies and banks and specific information about the Corporation and its subsidiaries. 
Federal regulation of banks, bank holding companies and financial holding companies is intended primarily for the 
protection of depositors and the Bank Insurance Fund rather than for the protection of stockholders and creditors. 


General 


As a registered bank holding company and financial holding company, the Corporation is subject to the supervision 
of, and regular inspection by, the Board of Governors of the Federal Reserve System (the “Federal Reserve Board”). The 
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Banks are organized as national banking associations, which are subject to regulation, supervision and examination by 
the Office of the Comptroller of the Currency (the “Comptroller” or “OCC”), the Federal Deposit Insurance Corporation 
(the “FDIC”), the Federal Reserve Board and other federal and state regulatory agencies. In addition to banking laws, 
regulations and regulatory agencies, the Corporation and its subsidiaries and affiliates are subject to various other laws 
and regulations and supervision and examination by other regulatory agencies, all of which directly or indirectly affect 
the operations and management of the Corporation and its ability to make distributions to stockholders. 


A financial holding company, and the companies under its control, are permitted to engage in activities considered 
“financial in nature” as defined by the Gramm-Leach-Bliley Act and Federal Reserve Board interpretations (including, 
without limitation, insurance and securities activities), and therefore may engage in a broader range of activities than 
permitted for bank holding companies and their subsidiaries. A financial holding company may engage directly or 
indirectly in activities considered financial in nature, either de novo or by acquisition, provided the financial holding 
company gives the Federal Reserve Board after-the-fact notice of the new activities. The Gramm-Leach-Bliley Act also 
permits national banks, such as the Banks, to engage in activities considered financial in nature through a financial 
subsidiary, subject to certain conditions and limitations and with the approval of the Comptroller. 


Bank holding companies (including bank holding companies that also are financial holding companies) also are 
required to obtain the prior approval of the Federal Reserve Board before acquiring more than five percent of any class of 
voting stock of any non-affiliated bank. Pursuant to the Riegle-Neal Interstate Banking and Branching Efficiency Act of 
1994 (the “Interstate Banking and Branching Act”), a bank holding company may acquire banks located in states other 
than its home state without regard to the permissibility of such acquisitions under state law, but subject to any state 
requirement that the bank has been organized and operating for a minimum period of time, not to exceed five years, and 
the requirement that the bank holding company, after the proposed acquisition, controls no more than 10 percent of the 
total amount of deposits of insured depository institutions in the United States and no more than 30 percent or such 
lesser or greater amount set by state law of such deposits in that state. Subject to certain restrictions, the Interstate 
Banking and Branching Act also authorizes banks to merge across state lines to create interstate banks. The Interstate 
Banking and Branching Act also permits a bank to open new branches in a state in which it does not already have 
banking operations if such state enacts a law permitting de novo branching. 


Changes in Regulations 


Proposals to change the laws and regulations governing the banking industry are frequently introduced in Congress, 
in the state legislatures and before the various bank regulatory agencies. The likelihood and timing of any proposals or 
legislation and the impact they might have on the Corporation and its subsidiaries cannot be determined at this time. 


Capital and Operational Requirements 


The Federal Reserve Board, the Comptroller and the FDIC have issued substantially similar risk-based and 
leverage capital guidelines applicable to United States banking organizations. In addition, these regulatory agencies 
may from time to time require that a banking organization maintain capital above the minimum levels, whether because 
of its financial condition or actual or anticipated growth. The Federal Reserve Board risk-based guidelines define a 
three-tier capital framework. Tier 1 capital includes common shareholders’ equity, trust preferred securities, minority 
interests and qualifying preferred stock, less goodwill and other adjustments. Tier 2 capital consists of preferred stock 
not qualifying as Tier 1 capital, mandatory convertible debt, limited amounts of subordinated debt, other qualifying term 
debt and the allowance for credit losses up to 1.25 percent of risk-weighted assets and other adjustments. Tier 3 capital 
includes subordinated debt that is unsecured, fully paid, has an original maturity of at least two years, is not redeemable 
before maturity without prior approval by the Federal Reserve Board and includes a lock-in clause precluding payment 
of either interest or principal if the payment would cause the issuing bank’s risk-based capital ratio to fall or remain 
below the required minimum. The sum of Tier 1 and Tier 2 capital less investments in unconsolidated subsidiaries 
represents the Corporation’s qualifying total capital. Risk-based capital ratios are calculated by dividing Tier 1 and total 
capital by risk-weighted assets. Assets and off-balance sheet exposures are assigned to one of four categories of risk- 
weights, based primarily on relative credit risk. The minimum Tier 1 capital ratio is four percent and the minimum total 
capital ratio is eight percent. The Corporation’s Tier 1 and total risk-based capital ratios under these guidelines at 
December 31, 2005 were 8.25 percent and 11.08 percent, respectively. At December 31, 2005, the Corporation had no 
subordinated debt that qualified as Tier 3 capital. 


The leverage ratio is determined by dividing Tier 1 capital by adjusted average total assets. Although the stated 
minimum ratio is 100 to 200 basis points above three percent, banking organizations are required to maintain a ratio of 
at least five percent to be classified as well capitalized. The Corporation’s leverage ratio at December 31, 2005 was 5.91 
percent. The Corporation meets its leverage ratio requirement. 


The Federal Deposit Insurance Corporation Improvement Act of 1991 (“FDICIA”), among other things, identifies five 
capital categories for insured depository institutions (well capitalized, adequately capitalized, undercapitalized, 
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significantly undercapitalized and critically undercapitalized) and requires the respective federal regulatory agencies to 
implement systems for “prompt corrective action” for insured depository institutions that do not meet minimum capital 
requirements within such categories. FDICIA imposes progressively more restrictive constraints on operations, 
management and capital distributions, depending on the category in which an institution is classified. Failure to meet 
the capital guidelines could also subject a banking institution to capital raising requirements. An “undercapitalized” 
bank must develop a capital restoration plan and its parent holding company must guarantee that bank’s compliance 
with the plan. The liability of the parent holding company under any such guarantee is limited to the lesser of five 
percent of the bank’s assets at the time it became “undercapitalized” or the amount needed to comply with the plan. 
Furthermore, in the event of the bankruptcy of the parent holding company, such guarantee would take priority over the 
parent’s general unsecured creditors. In addition, FDICIA requires the various regulatory agencies to prescribe certain 
non-capital standards for safety and soundness relating generally to operations and management, asset quality and 
executive compensation and permits regulatory action against a financial institution that does not meet such standards. 


The various regulatory agencies have adopted substantially similar regulations that define the five capital 
categories identified by FDICIA, using the total risk-based capital, Tier 1 risk-based capital and leverage capital ratios 
as the relevant capital measures. Such regulations establish various degrees of corrective action to be taken when an 
institution is considered undercapitalized. Under the regulations, a “well capitalized” institution must have a Tier 1 risk- 
based capital ratio of at least six percent, a total risk-based capital ratio of at least ten percent and a leverage ratio of at 
least five percent and not be subject to a capital directive order. Under these guidelines, each of the Banks was 
considered well capitalized as of December 31, 2005. 


Regulators also must take into consideration: (a) concentrations of credit risk; (b) interest rate risk (when the 
interest rate sensitivity of an institution’s assets does not match the sensitivity of its liabilities or its off-balance-sheet 
position); and (c) risks from non-traditional activities, as well as an institution’s ability to manage those risks, when 
determining the adequacy of an institution’s capital. This evaluation will be made as a part of the institution’s regular 
safety and soundness examination. In addition, the Corporation, and any Bank with significant trading activity, must 
incorporate a measure for market risk in their regulatory capital calculations. 


Distributions 


The Corporation’s funds for cash distributions to its stockholders are derived from a variety of sources, including 
cash and temporary investments. The primary source of such funds, and funds used to pay principal and interest on its 
indebtedness, is dividends received from the Banks. Each of the Banks is subject to various regulatory policies and 
requirements relating to the payment of dividends, including requirements to maintain capital above regulatory 
minimums. The appropriate federal regulatory authority is authorized to determine under certain circumstances 
relating to the financial condition of a bank or bank holding company that the payment of dividends would be an unsafe 
or unsound practice and to prohibit payment thereof. 


In addition, the ability of the Corporation and the Banks to pay dividends may be affected by the various minimum 
capital requirements and the capital and non-capital standards established under FDICIA, as described above. The right 
of the Corporation, its stockholders and its creditors to participate in any distribution of the assets or earnings of its 
subsidiaries is further subject to the prior claims of creditors of the respective subsidiaries. 


Source of Strength 


According to Federal Reserve Board policy, bank holding companies are expected to act as a source of financial 
strength to each subsidiary bank and to commit resources to support each such subsidiary. This support may be required 
at times when a bank holding company may not be able to provide such support. Similarly, under the cross-guarantee 
provisions of the Federal Deposit Insurance Act, in the event of a loss suffered or anticipated by the FDIC — either as a 
result of default of a banking subsidiary or related to FDIC assistance provided to a subsidiary in danger of default — the 
other Banks may be assessed for the FDIC’s loss, subject to certain exceptions. 


Competition 


In 2005, the Corporation had four business segments: Global Consumer and Small Business Banking, Global 
Business and Financial Services, Global Capital Markets and Investment Banking, and Global Wealth and Investment 
Management. The activities in which the Corporation and its business segments engage are highly competitive. 
Generally, the lines of activity and markets served involve competition with other banks, thrifts, credit unions and other 
nonbank financial institutions, such as investment banking firms, investment advisory firms, brokerage firms, 
investment companies and insurance companies. The Corporation also competes against banks and thrifts owned by 
nonregulated diversified corporations and other entities which offer financial services, located both domestically and 
internationally and through alternative delivery channels such as the Internet. The methods of competition center 
around various factors, such as customer services, interest rates on loans and deposits, lending limits and customer 
convenience, such as location of offices. 


The commercial banking business in the various local markets served by the Corporation’s business segments is 
highly competitive. The four business segments compete with other banks, thrifts, finance companies and other 
businesses which provide similar services. The business segments actively compete in commercial lending activities with 
local, regional and international banks and nonbank financial organizations, some of which are larger than certain of the 
Corporation’s nonbanking subsidiaries and the Banks. In its consumer lending operations, the competitors of the 
business segments include other banks, thrifts, credit unions, finance companies and other nonbank organizations 
offering financial services. In the investment banking, investment advisory and brokerage business, the Corporation’s 
nonbanking subsidiaries compete with other banking and investment banking firms, investment advisory firms, 
brokerage firms, investment companies, other organizations offering similar services and other investment alternatives 
available to investors. The Corporation’s mortgage banking units compete with banks, thrifts, government agencies, 
mortgage brokers and other nonbank organizations offering mortgage banking services. The Corporation’s card business 
competes with other banks, as well as monoline and retail card product companies. In the trust business, the Banks 
compete with other banks, investment counselors and insurance companies in national markets for institutional funds 
and insurance agents, thrifts, financial counselors and other fiduciaries for personal trust business. The Corporation and 
its four business segments also actively compete for funds. A primary source of funds for the Banks is deposits, and 
competition for deposits includes other deposit-taking organizations, such as banks, thrifts, and credit unions, as well as 
money market mutual funds. 


The Corporation’s ability to expand into additional states remains subject to various federal and state laws. See 
“Government Supervision and Regulation —- General” for a more detailed discussion of interstate banking and branching 
legislation and certain state legislation. 


Employees 


As of December 31, 2005, there were 176,638 full-time equivalent employees within the Corporation and its 
subsidiaries. Of the foregoing employees, 75,202 were employed within Global Consumer and Small Business Banking, 
22,957 were employed within Global Business and Financial Services, 7,765 were employed within Global Capital 
Markets and Investment Banking and 12,338 were employed within Global Wealth and Investment Management. The 
remainder were employed elsewhere within the Corporation and its subsidiaries. 


None of the domestic employees within the Corporation is subject to a collective bargaining agreement. Management 
considers its employee relations to be good. 


Additional Information 


See also the following additional information which is incorporated herein by reference: Business Segment 
Operations (under the caption “Business Segment Operations” in Item 7, Management’s Discussion and Analysis of 
Financial Condition and Results of Operations (the “MD&A”) and in Note 20 of the Notes to Consolidated Financial 
Statements in Item 8, Financial Statements and Supplementary Data (the “Notes”)); Net Interest Income (under the 
captions “Financial Highlights—Net Interest Income” and “Supplemental Financial Data” in the MD&A and Tables I 
and II of the Statistical Financial Information); Securities (under the caption “Interest Rate Risk 
Management—Securities” in the MD&A and Notes 1 and 6 of the Notes); Outstanding Loans and Leases (under the 
caption “Credit Risk Management” in the MD&A, Table III of the Statistical Financial Information, and Notes 1 and 7 of 
the Notes); Deposits (under the caption “Liquidity Risk Management—Deposits and Other Funding Sources” in the 
MD&A and Note 11 of the Notes); Short-Term Borrowings (under the caption “Liquidity Risk and Capital Management” 
in the MD&A and Note 12 of the Notes); Trading Account Liabilities (in Note 4 of the Notes); Market Risk Management 
(under the caption “Market Risk Management” in the MD&A); Liquidity Risk Management (under the caption “Liquidity 
Risk and Capital Management” in the MD&A); Operational Risk Management (under the caption “Operational Risk 
Management” in the MD&A); and Performance by Geographic Area (under Note 22 of the Notes). 


The Corporation’s Annual Report on Form 10-K, Quarterly Reports on Form 10-Q, Current Reports on Form 8-K and 
amendments to those reports filed or furnished pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934 
are available on the Corporation’s website at http://investor.bankofamerica.com under the heading Complete SEC 
Filings as soon as reasonably practicable after the Corporation electronically files such material with, or furnishes it to 
the Securities and Exchange Commission (the “SEC”). In addition, the Corporation makes available on its website at 
http://investor.bankofamerica.com under the heading Corporate Governance its: (i) Code of Ethics and Insider Trading 
Policy; (ii) Corporate Governance Guidelines; and (iii) the charters of each of Bank of America’s Board committees, and 
also intends to disclose any amendments to its Code of Ethics, or waivers of the Code of Ethics on behalf of its Chief 
Executive Officer, Chief Financial Officer and Chief Accounting Officer, on its website. These corporate governance 
materials are also available free of charge in print to stockholders who request them in writing to: Bank of America 
Corporation, Attention: Shareholder Relations Department, 101 South Tryon Street, NC1-002-29-01, Charlotte, North 
Carolina 28255. 


The Corporation’s Annual Report on Form 10-K is being distributed to stockholders in lieu of a separate annual 
report containing financial statements of the Corporation and its consolidated subsidiaries. 


Item 1A. RISK FACTORS 


This report contains certain statements that are forward-looking within the meaning of the Private Securities 
Litigation Reform Act of 1995. These statements are not guarantees of future performance and involve certain risks, 
uncertainties and assumptions that are difficult to predict. Actual outcomes and results may differ materially from those 
expressed in, or implied by, our forward-looking statements. Words such as “expects,” “anticipates,” “believes,” 
“estimates” and other similar expressions or future or conditional verbs such as “will,” “should,” “would” and “could” are 
intended to identify such forward-looking statements. Readers of this annual report of the Corporation (also referred to 
as we, us or our) should not rely solely on the forward-looking statements and should consider all uncertainties and risks 
throughout this report. The statements are representative only as of the date they are made, and we undertake no 
obligation to update any forward-looking statement. 


All forward-looking statements, by their nature, are subject to risks and uncertainties. Our actual future results 
may differ materially from those set forth in our forward-looking statements. As a large, international financial services 
company, we face risks that are inherent in the businesses and the market places in which we operate. Factors that 
might cause our future financial performance to vary from that described in our forward-looking statements include the 
market, credit, operational, regulatory, strategic, liquidity, capital, economic and sovereign risks, among others, as 
discussed in the MD&A and in other periodic reports filed with the SEC. In addition, the following discussion sets forth 
certain risks and uncertainties that we believe could cause actual future results to differ materially from expected 
results. However, other factors besides those listed below or discussed in our reports to the SEC also could adversely 
affect our results, and the reader should not consider any such list of factors to be a complete set of all potential risks or 
uncertainties. 


General business, economic and political conditions. Our businesses and earnings are affected by general 
business, economic and political conditions in the United States and abroad. Given the concentration of our business 
activities in the United States, we are particularly exposed to downturns in the United States economy. For example, in 
a poor economic environment there is a greater likelihood that more of our customers or counterparties could become 
delinquent on their loans or other obligations to us, which, in turn, could result in a higher level of charge-offs and 
provision for credit losses, all of which would adversely affect our earnings. General business and economic conditions 
that could affect us include short-term and long-term interest rates, inflation, monetary supply, fluctuations in both debt 
and equity capital markets, and the strength of the Unites States economy and the local economies in which we operate. 
Geopolitical conditions can also affect our earnings. Acts or threats of terrorism, actions taken by the United States or 
other governments in response to acts or threats of terrorism and/or military conflicts, could affect business and 
economic conditions in the United States and abroad. 


Access to funds from subsidiaries. The Corporation is a separate and distinct legal entity from our banking and 
nonbanking subsidiaries. We therefore depend on dividends, distributions and other payments from our banking and 
nonbanking subsidiaries to fund dividend payments on the common stock and to fund all payments on our other 
obligations, including debt obligations. Many of our subsidiaries are subject to laws that authorize regulatory bodies to 
block or reduce the flow of funds from those subsidiaries to the Corporation. Regulatory action of that kind could impede 
access to funds we need to make payments on our obligations or dividend payments. In addition, the Corporation’s right 
to participate in a distribution of assets upon a subsidiary’s liquidation or reorganization is subject to the prior claims of 
the subsidiary’s creditors. 


Changes in accounting standards. Our accounting policies and methods are fundamental to how we record and 
report our financial condition and results of operations. From time to time the Financial Accounting Standards Board 
(“FASB”) changes the financial accounting and reporting standards that govern the preparation of our financial 
statements. These changes can be hard to predict and can materially impact how we record and report our financial 
condition and results of operations. In some cases, we could be required to apply a new or revised standard retroactively, 
resulting in our restating prior period financial statements. 


Competition. We operate in a highly competitive environment that could experience intensified competition as 
continued merger activity in the financial services industry produces larger, better-capitalized companies that are 
capable of offering a wider array of financial products and services, and at more competitive prices. In addition, 
technological advances and the growth of e-commerce have made it possible for non-depository institutions to offer 
products and services that traditionally were banking products, and for financial institutions to compete with technology 
companies in providing electronic and Internet-based financial solutions. Many of our competitors have fewer regulatory 
constraints and some have lower cost structures. 


Credit Risk. When we loan money, commit to loan money or enter into a contract with a counterparty, we incur 
credit risk, or the risk of losses if our borrowers do not repay their loans or our counterparties fail to perform according 
to the terms of their contract. A number of our products expose us to credit risk, including loans, leases and lending 
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commitments, derivatives, trading account assets and assets held-for-sale. As one of the nation’s largest lenders, the 
credit quality of our portfolio can have a significant impact on our earnings. We allow for and reserve against credit risks 
based on our assessment of credit losses inherent in our loan portfolio (including unfunded credit commitments). This 
process, which is critical to our financial results and condition, requires difficult, subjective and complex judgments, 
including forecasts of economic conditions and how these economic predictions might impair the ability of our borrowers 
to repay their loans. As is the case with any such assessments, there is always the chance that we will fail to identify the 
proper factors or that we will fail to accurately estimate the impacts of factors that we identify. 

For a further discussion of credit risk and our credit risk management policies and procedures, see “Credit Risk 
Management” in the MD&A. 

Federal and state regulation. The Corporation, the Banks and many of our nonbank subsidiaries are heavily 
regulated by bank regulatory agencies at the federal and state levels. This regulation is to protect depositors, federal 
deposit insurance funds and the banking system as a whole, not security holders. The Corporation and its nonbanking 
subsidiaries are also heavily regulated by securities regulators, domestically and internationally. This regulation is 
designed to protect investors in securities we sell or underwrite. Congress and state legislatures and foreign, federal and 
state regulatory agencies continually review laws, regulations and policies for possible changes. Changes to statutes, 
regulations or regulatory policies, including interpretation or implementation of statutes, regulations or policies, could 
affect us in substantial and unpredictable ways including limiting the types of financial services and products we may 
offer and increasing the ability of nonbanks to offer competing financial services and products. 


Governmental fiscal and monetary policy. Our businesses and earnings are affected by domestic and 
international monetary policy. For example, the Board of Governors of the Federal Reserve System regulates the supply 
of money and credit in the United States and its policies determine in large part our cost of funds for lending and 
investing and the return we earn on those loans and investments, both of which affect our net interest margin. The 
actions of the Federal Reserve Board also can materially affect the value of financial instruments we hold, such as debt 
securities and mortgage servicing rights and its policies also can affect our borrowers, potentially increasing the risk 
that they may fail to repay their loans. Our businesses and earnings also are affected by the fiscal or other policies that 
are adopted by various regulatory authorities of the United States, non-U.S. governments and international agencies. 
Changes in domestic and international monetary policy are beyond our control and hard to predict. 

Liquidity. Liquidity is essential to our businesses. Our liquidity could be impaired by an inability to access the 
capital markets or unforeseen outflows of cash. This situation may arise due to circumstances that we may be unable to 
control, such as a general market disruption or an operational problem that affects third parties or us. Our credit ratings 
are important to our liquidity. A reduction in our credit ratings could adversely affect our liquidity and competitive 
position, increase our borrowing costs, limit our access to the capital markets or trigger unfavorable contractual 
obligations. 

For a further discussion of our liquidity picture and the policies and procedures we use to manage our liquidity 
risks, see “Liquidity Risk and Capital Management” in the MD&A. 

Litigation risks. We face significant legal risks in our businesses, and the volume of claims and amount of 
damages and penalties claimed in litigation and regulatory proceedings against financial institutions remain high. 
Substantial legal liability or significant regulatory action against the Corporation could have material adverse financial 
effects or cause significant reputational harm to the Corporation, which in turn could seriously harm our business 
prospects. 

For a further discussion of litigation risks, see “Litigation and Regulatory Matters” in Note 13 of the Notes. 


Market risk. We are directly and indirectly affected by changes in market conditions. Market risk generally 
represents the risk that values of assets and liabilities or revenues will be adversely affected by changes in market 
conditions. For example, changes in interest rates could adversely affect our net interest margin—the difference between 
the yield we earn on our assets and the interest rate we pay for deposits and other sources of funding—which could in 
turn affect our net interest income and earnings. Market risk is inherent in the financial instruments associated with 
many of our operations and activities including loans, deposits, securities, short-term borrowings, long-term debt, 
trading account assets and liabilities, and derivatives. Just a few of the market conditions that may shift from time to 
time, thereby exposing us to market risk, include fluctuations in interest and currency exchange rates, equity and 
futures prices, changes in the implied volatility of interest rates, foreign exchange rates, equity and futures prices, and 
price deterioration or changes in value due to changes in market perception or actual credit quality of either the issuer 
or its country of origin. Accordingly, depending on the instruments or activities impacted, market risks can have wide 
ranging, complex adverse affects on our results from operations and our overall financial condition. 

For a further discussion of market risk and our market risk management policies and procedures, see “Market Risk 
Management” in the MD&A. 

Merger risks. There are significant risks and uncertainties associated with mergers, such as our merger with 
MBNA. For example, we may fail to realize the growth opportunities and cost savings anticipated to be derived from the 
merger. In addition, it is possible that the integration process could result in the loss of key employees, or that the 
disruption of ongoing business from the merger could adversely affect our ability to maintain relationships with clients 
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or suppliers. We have an active acquisition program and there is a risk that integration difficulties may cause us not to 
realize expected benefits from the transactions We will be subject to similar risks and difficulties in connection with 
future acquisitions, as well as decisions to downsize, sell or close units or otherwise change the business mix of the 
Corporation. 


Non-U.S. operations; trading in non-U.S. securities. We do business throughout the world, including in 
developing regions of the world commonly known as emerging markets. Our businesses and revenues derived from non- 
U.S. operations are subject to risk of loss from currency fluctuations, social instability, changes in governmental policies 
or policies of central banks, expropriation, nationalization, confiscation of assets, unfavorable political and diplomatic 
developments and changes in legislation relating to non-U.S. ownership. We also invest in the securities of corporations 
located in non-U.5S. jurisdictions, including emerging markets. Revenues from the trading of non-U.S. securities also may 
be subject to negative fluctuations as a result of the above factors. The impact of these fluctuations could be accentuated, 
because generally, non-U.S. trading markets, particularly in emerging market countries, are smaller, less liquid and 
more volatile than U.S. trading markets. 


Operational risks. The potential for operational risk exposure exists throughout our organization. Integral to our 
performance is the continued efficacy of our technical systems, operational infrastructure, relationships with third 
parties and the vast array of associates and key executives in our day-to-day and ongoing operations. Failure by any or 
all of these resources subjects us to risks that may vary in size, scale and scope. This includes but is not limited to 
operational or technical failures, ineffectiveness or exposure due to interruption in third party support as expected, as 
well as, the loss of key individuals or failure on the part of the key individuals to perform properly. 


For further discussion of operating risks, see “Operational Risk Management” in the MD&A. 


Our reputation is important. Our ability to attract and retain customers and employees could be adversely 
affected to the extent our reputation is damaged. Our failure to address, or to appear to fail to address various issues 
that could give rise to reputational risk could cause harm to the Corporation and its business prospects. These issues 
include, but are not limited to, appropriately addressing potential conflicts of interest; legal and regulatory 
requirements; ethical issues; money-laundering; privacy; properly maintaining customer and associate personal 
information; record keeping; sales and trading practices; and the proper identification of the legal, reputational, credit, 
liquidity and market risks inherent in our products. Failure to address appropriately these issues could also give rise to 
additional legal risks, which, in turn, could increase the size and number of litigation claims and damages asserted or 
subject us to enforcement actions, fines and penalties and cause us to incur related costs and expenses. 


Products and services. Our business model is based on a diversified mix of businesses that provide a broad range 
of financial products and services, delivered through multiple distribution channels. Our success depends, in part, on our 
ability to adapt our products and services to evolving industry standards. There is increasing pressure to provide 
products and services at lower prices. This can reduce our net interest margin and revenues from our fee-based products 
and services. In addition, the widespread adoption of new technologies, including internet services, could require us to 
make substantial expenditures to modify or adapt our existing products and services. We might not be successful in 
introducing new products and services, responding or adapting to changes in consumer spending and saving habits, 
achieving market acceptance of our products and services, or developing and maintaining loyal customers. 


Risk management processes and strategies. We seek to monitor and control our risk exposure through a variety 
of separate but complementary financial, credit, operational, compliance and legal reporting systems. While we employ a 
broad and diversified set of risk monitoring and risk mitigation techniques, those techniques and the judgments that 
accompany their application cannot anticipate every economic and financial outcome or the specifics and timing of such 
outcomes. Accordingly, our ability to successfully identify and manage risks facing us is an important factor that can 
significantly impact our results. For a further discussion of our risk management policies and procedures, see “Managing 
Risk” in the MD&A. 


We operate many different businesses. We are a diversified financial services company. In addition to banking, 
we provide investment, mortgage, investment banking, credit card and consumer finance services. Although we believe 
our diversity helps lessen the effect when downturns affect any one segment of our industry, it also means our earnings 
could be subject to different risks and uncertainties than the ones discussed in herein. If any of the risks that we face 
actually occur, irrespective of whether those risks are described in this section or elsewhere in this report, our business, 
financial condition and operating results could be materially adversely affected. 


Item 1B. UNRESOLVED STAFF COMMENTS 


There are no material unresolved written comments that were received from the Securities and Exchange 
Commission’s staff 180 days or more before the end of the Corporation’s fiscal year relating to the Corporation’s periodic 
or current reports filed under the Securities Exchange Act of 1934. 


Item 2. PROPERTIES 


As of December 31, 2005, the principal offices of the Corporation and primarily all of its business segments were 
located in the 60-story Bank of America Corporate Center in Charlotte, North Carolina, which is owned by a subsidiary 
of the Corporation. The Corporation occupies approximately 612,000 square feet and leases approximately 588,000 
square feet to third parties at market rates, which represents substantially all of the space in this facility. The 
Corporation occupies approximately 822,000 square feet of space at 100 Federal Street in Boston, which is the 
headquarters for one of the Corporation’s primary business segments, the Global Wealth and Investment Management 
Group. The 37-story building is owned by a subsidiary of the Corporation which also leases approximately 388,000 
square feet to third parties. The Corporation also leases or owns a significant amount of space worldwide. As of 
December 31, 2005, the Corporation and its subsidiaries owned or leased approximately 24,000 locations in all 50 states, 
the District of Columbia and 34 foreign countries. 


Item 3. LEGAL PROCEEDINGS 


See “Litigation and Regulatory Matters” in Note 13 of the Consolidated Financial Statements beginning on page 127 
for the Corporation’s litigation disclosure which is incorporated herein by reference. 


Item 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS 


There were no matters submitted to a vote of stockholders during the quarter ended December 31, 2005. 


Item 4A. EXECUTIVE OFFICERS OF THE REGISTRANT 


Pursuant to the Instructions to Form 10-K and Item 401(b) of Regulation S-K, the name, age and position of each 
current executive officer of the Corporation are listed below along with such officer’s business experience during the past 
five years. Officers are appointed annually by the Board of Directors at the meeting of directors immediately following 
the annual meeting of stockholders. 


Amy Woods Brinkley, age 50, Global Risk Executive. Ms. Brinkley was named to her present position in April 2002. 
From July 2001 to April 2002, she served as Chairman, Credit Policy and Deputy Corporate Risk Management 
Executive; and from August 1999 to July 2001, she served as President, Consumer Products. She first became an officer 
in 1979. She also serves as Global Risk Executive and a director of Bank of America, N.A., MBNA America Bank, N.A., 
MBNA America (Delaware), N.A. and Bank of America, N.A. (USA). 


Alvaro G. de Molina, age 48, Chief Financial Officer. Mr. de Molina was named to his present position in September 
2005. From April 2004 to September 2005, he served as President, Global Capital Markets and Investment Banking; 
from 2000 to April 2004, he served as Treasurer; and from 1998 to 2000, he served as Deputy Treasurer. He first became 
an officer in 1989. He also serves as Chief Financial Officer and a director of Bank of America, N.A., MBNA America 
Bank, N.A., MBNA America (Delaware), N.A. and Bank of America, N.A. (USA). 


Barbara J. Desoer, age 53, Global Technology, Service and Fulfillment Executive. Ms Desoer was named to her 
present position in August 2004. From July 2001 to August 2004, she served as President, Consumer Products; and from 
September 1999 to July 2001, she served as Director of Marketing. She first became an officer in 1977. She also serves as 
Global Technology, Service and Fulfillment Executive and a director of Bank of America, N.A., MBNA America Bank, 
N.A., MBNA America (Delaware), N.A. and Bank of America, N.A. (USA). 


Kenneth D. Lewis, age 58, Chairman, Chief Executive Officer and President. Mr. Lewis was named Chief Executive 
Officer in April 2001, President in July 2004 and Chairman in February 2005. From April 2001 to April 2004, he served 
as Chairman; from January 1999 to April 2004, he served as President; and from October 1999 to April 2001, he served 
as Chief Operating Officer. He first became an officer in 1971. Mr. Lewis also serves as a director of the Corporation and 
as Chairman, Chief Executive Officer, President and a director of Bank of America, N.A., MBNA America Bank, N.A., 
MBNA America (Delaware), N.A. and Bank of America, N.A. (USA). 


Liam E. McGee, age 51, President, Global Consumer and Small Business Banking. Mr. McGee was named to his 
present position in August 2004. From August 2001 to August 2004, he served as President, Global Consumer Banking; 
from August 2000 to August 2001, he served as President, California; and from August 1998 to August 2000, he served 
as President, Southern California. He first became an officer in 1990. He also serves as President, Global Consumer and 
Small Business Banking and a director of Bank of America, N.A., MBNA America Bank, N.A., MBNA America 
(Delaware), N.A. and Bank of America, N.A. (USA). 


Brian T. Moynihan, age 46, President, Global Wealth and Investment Management. Mr. Moynihan was named to 
his present position in April 2004. Previously he held the following positions at FleetBoston Financial Corporation: from 
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1999 to April 2004, he served as Executive Vice President with responsibility for Brokerage and Wealth Management 
from 2000, and Regional Commercial Financial Services and Investment Management from May 2003. He first became 
an officer in 1993. He also serves as President, Global Wealth and Investment Management and a director of Bank of 
America, N.A., MBNA America Bank, N.A., MBNA America (Delaware), N.A. and Bank of America, N.A. (USA). 


R. Eugene Taylor, age 58, Vice Chairman and President, Global Corporate and Investment Banking. Mr. Taylor was 
named to his present position in July, 2005. From February 2005 to July 2005, he served as President, Global Business 
and Financial Services; from August 2004 to February 2005, he served as President, Commercial Banking; from June 
2000 to August 2004, he served as President, Consumer and Commercial Banking; from February 2000 to June 2000, he 
served as President, Central Region; and from October 1998 to June 2000, he served as President, West Region. He first 
became an officer in 1970. He also serves as Vice-Chairman and President, Global Corporate and Investment Banking 
and a director of Bank of America, N.A., MBNA America Bank, N.A., MBNA America (Delaware), N.A. and Bank of 
America, N.A. (USA). 
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PART II 


Item 5. MARKET FOR REGISTRANT’S COMMON EQUITY AND RELATED 
STOCK HOLDER MATTERS 


The principal market on which the Common Stock is traded is the New York Stock Exchange. The Common Stock is 
also listed on the London Stock Exchange and the Pacific Stock Exchange, and certain shares are listed on the Tokyo 
Stock Exchange. The following table sets forth the high and low closing sales prices of the Common Stock on the New 
York Stock Exchange for the periods indicated: 


Quarter High Low 
Bank of America Corporation 

2004 first $41.38 $39.15 
second 42.72 38.96 
third 44.98 41.81 
fourth 47.44 43.62 

2005 first 47.08 43.66 
second 47.08 44.01 
third 45.98 41.60 
fourth 46.99 41.57 


The above table has been adjusted to reflect the August 27, 2004 2-for-1 stock split. 


As of March 13, 2006, there were 279,463 record holders of Common Stock. During 2004 and 2005, the Corporation 
paid dividends on the Common Stock on a quarterly basis. The following table sets forth dividends paid per share of 
Common Stock for the periods indicated: 


Quarter Dividend 
2004 first $.40 
second .40 
third 45 
fourth 45 
2005 first 45 
second 45 
third 50 
fourth .50 


The above table has been adjusted to reflect the August 27, 2004 2-for-1 stock split. 


For additional information regarding the Corporation’s ability to pay dividends, see “Government Supervision and 
Regulation — Distributions” and Note 15 of the Consolidated Financial Statements on page 136 which is incorporated 
herein by reference. 


For information on the Corporation’s equity compensation plans, see Note 17 of the Consolidated Financial 
Statements on page 144 which is incorporated herein by reference. 


See Note 14 of the Consolidated Financial Statements on page 134 for information on the monthly share 
repurchases activity for the three and twelve months ended December 31, 2005, 2004 and 2003, including total common 
shares repurchased and announced programs, weighted average per share price and the remaining buy back authority 
under announced programs which is incorporated herein by reference. 


The Corporation did not have any unregistered sales of its equity securities in fiscal year 2005. 


Item 6. SELECTED FINANCIAL DATA 


See Table 2 in the MD&A on page 23 and Table VII of the Statistical Financial Information on page 84 which are 
incorporated herein by reference. 
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Item 7. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND 
RESULTS OF OPERATIONS 


This Management’s Discussion and Analysis of Financial Condition and Results of Operations includes forward- 
looking statements. We have based these forward-looking statements on our current plans, expectations and beliefs about 
future events. In light of the risks, uncertainties and assumptions discussed under Item 1A. “Risk Factors” of this Annual 
Report on Form 10-K and other factors discussed in this section, there are risks that our actual experience will differ 
materially from the expectations and beliefs reflected in the forward-looking statements in this section and throughout this 
report. For more information regarding what constitutes a forward-looking statement, please refer to Item 1A. “Risk 
Factors.” 


The Corporation, headquartered in Charlotte, North Carolina, operates in 29 states, the District of Columbia and 44 
foreign countries. The Corporation provides a diversified range of banking and nonbanking financial services and 
products domestically and internationally through four business segments: Global Consumer and Small Business 
Banking, Global Business and Financial Services, Global Capital Markets and Investment Banking, and Global Wealth 
and Investment Management. 


At December 31, 2005, we had $1.3 trillion in assets and approximately 177,000 full-time equivalent employees. 
Notes to Consolidated Financial Statements referred to in Management’s Discussion and Analysis of Results of 
Operations and Financial Condition are incorporated by reference into Management’s Discussion and Analysis of Results 
of Operations and Financial Condition. Certain prior period amounts have been reclassified to conform to current period 
presentation. 


Restatement 


As discussed in Notes 1 and 23 of the Consolidated Financial Statements, we are restating our historical financial 
statements for the years 2004 and 2003, for the quarters in 2005 and 2004, and other selected financial data for the 
years 2002 and 2001 (see Tables 2 and 3 on pages 23 and 25 for the restatements of Five-Year Summary of Selected 
Financial Data, and Supplemental Financial Data and Reconciliations to GAAP Financial Measures). These 
restatements and resulting revisions relate to the accounting treatment for certain derivative transactions under the 
Statement of Financial Accounting Standards (SFAS) No. 183, “Accounting for Derivative Instruments and Hedging 
Activities, as amended” (SFAS 133). The Corporation is presenting this restatement in its 2005 Annual Report on Form 
10-K. 


The Corporation uses interest rate contracts and foreign exchange contracts in its Asset and Liability Management 
(ALM) process. Use of such derivatives enables us to minimize significant fluctuations in earnings caused by interest 
rate and currency rate volatility. The Corporation had applied hedge accounting for certain derivative transactions that 
we believe met the requirements of SFAS 133. The application of hedge accounting produced financial statement results 
that were consistent with the economics of these transactions and our risk management activities. Hedge accounting 
reduces volatility in earnings by counterbalancing the changes in the hedged item and the derivative. As a result of a 
recent interpretation on the “shortcut” method for derivative instruments under SFAS 133, the Corporation undertook a 
review of all hedge accounting transactions, which was completed in the first quarter of 2006. Based on the review, we 
determined that certain hedges did not meet the requirements of SFAS 133. Since we could not apply hedge accounting 
for those transactions, the derivative transactions have been marked to market through our Consolidated Statement of 
Income with no related offset for hedge accounting. Accordingly, changes in interest rates and currency rates which 
impact the fair value of derivative instruments have had a direct impact on our Net Income. 
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The following tables set forth the effect of the adjustments described above on Net Income for the years ended 
December 31, 2005, 2004, 2003, 2002 and 2001 and for the quarterly periods in 2005 and 2004. Although the year and 
fourth quarter of 2005 are not restated, this information was previously provided in the Corporation’s current report on 
Form 8-K filed on January 23, 2006, and therefore, is included as part of the restatement information. 


Increase (Decrease) in Net Income” 


Year Ended December 31 

(Dollars in millions) 20052) 2004 2003 2002 2001 
As Previously Reported Net income .............00 00 eee ee $16,886 $14,143 $10,810 $9,249 $6,792 
Internal fair value hedges .......... 0.6. ccc cee eee e eens (271) (190) (144) 406 226 
Internal cash flow hedges ........... 0. cc cece ccc eect teen eens 25 (281) 104 (176) 424 
OUBSE OG ie xc hicuiyes acu aaly Siettn galeedeed eek ot aa bcetead bla ede eae ele Soe a alten (175) 275 (9) 74 57 

Total: adjustment: <2 sscadtiasassascaiees reas hed eaukale ngs saueee tune eae har (421) (196) (49) 304 707 
Restated Net income ......... 0... cece eee ete eee tenet e ene ened $16,465 $13,947 $10,762 $9,553 $7,499 
Percent Chamee: 23. 5.2. sessiesacsucigsesisakortsatvs <ue-aususcbrtunve teasukeuston’s Moecaveuecedtusie ensieeosth loydo (2.5)% (1.4)% (0.5)% 3.3% 10.4% 


(1) For presentation purposes, certain numbers have been rounded. 
(2) The Corporation provided unaudited financial information relating to 2005 in its current report on Form 8-K filed on January 23, 
2006. 


Increase (Decrease) in Quarterly Net Income“ ?) 


2005 2004 

(Dollars in millions) Fourth®) Third Second First Fourth Third Second First 
As Previously Reported Net income........... $3,768 $4,127 $4,296 $4,695 $3,849 $3,764 $3,849 $2,681 
Internal fair value hedges .................-- (74) (148) 130 (179) (76) 157 (435) 164 
Internal cash flow hedges ................-+- (43) (29) 125 (28) 18 (111) 146 (334) 
Other; Neti es coscveae vend meee cedereae hen eee (77) (108) 106 (95) 65 293 (219) 137 

Total adjustment .................00000. (194) (285) 361 (302) 7 339 (508) (33) 
Restated Net income ..............00-20000 $3,574 $3,841 $4,657 $4,393 $3,855 $4,103 $3,341 $2,648 
Percent change ......... 0.0. 0e see eee eee ee (5.1)% (6.9)% 8.4% (6.4)% 0.2% 9.0% (18.2)% (1.2)% 


(1) See Note 23 of the Consolidated Financial Statements for Restatement of Quarterly Financial Statements (unaudited). 

(2) For presentation purposes, certain numbers have been rounded. 

(3) The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in its current report on Form 8-K 
filed on January 23, 2006. 


During the first quarter of 2006, the Corporation terminated certain derivatives used as economic hedges as part of 
the ALM process that did not qualify for SFAS 133 hedge accounting and entered into new derivative contracts to hedge 
certain of its exposures to changes in interest rates and foreign currency rates. These new contracts are designated in 
hedging relationships and meet the requirement for SFAS 133 hedge accounting. Prior to the termination of the 
economic hedges noted above, the changes in fair value of such contracts were recorded in Other Income and had a direct 
impact on Net Income. As a result, we estimate that Net Income will be reduced by approximately $0.03 per share in the 
first quarter of 2006. 
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Effects of the Restatement 


The following tables set forth the effects of the restatement relating to derivative transactions on major caption 
items within our Consolidated Statement of Income for the years 2004 and 2003, and our Consolidated Balance Sheet as 
of December 31, 2004. Although the year and fourth quarter of 2005 are not restated, this information was previously 
provided in the Corporation’s current report on Form 8-K filed on January 23, 2006, and therefore, is included as part of 
the restatement information. 


Bank of America Corporation and Subsidiaries 


Consolidated Statement of Income 


Year Ended December 31 
2005 2004 2003 

(Dollars in millions, except per share As Previously As Previously As Previously 
mnfomnntion) pbepered, Rested Sereed _ Pension. ._bepened __- Renaud 
Total interest income ..............0000ee eee $58,696 $58,626 $43,224 $42,953 $31,563 $31,172 
Total interest expense ............ 00 cece eee eee 27,540 27,889 14,430 14,993 10,099 10,667 
Net interest income ................00 0000 e eee 31,156 30,737 28,794 27,960 21,464 20,505 
Total noninterest income ..................0.. 25,610 25,354 20,085 21,005 16,450 17,329 
Total revenue .......... cece eee eee eee ee 56,766 56,091 48,879 48,965 37,914 37,834 
Gains on sales of debt securities ............... 1,084 1,084 2,123 1,724 941 941 
Income before income taxes ..............00005 25,155 24,480 21,221 20,908 15,861 15,781 
Income tax expense ........ 0... cece eee ee eee 8,269 8,015 7,078 6,961 5,051 5,019 
Net incomes; 24 toca hex avaire th ekohowan dias $16,886 $16,465 $14,148 $13,947 $10,810 $10,762 
Net income available to common shareholders ... $16,868 $16,447 $14,127 $13,931 $10,806 $10,758 
Per common share information 

HaPnings si. sdescscwe en dsere amanda seed $ 4.21 $ 4.10 $ 3.76 $ 3.71 $ 3.63 $ 3.62 
Dilutediearnings 35.044 Acie esd aan eceaddsues $ 4,15 $ 4.04 $ 3.69 $ 3.64 $ 3.57 $ 3.55 


(1) The Corporation provided unaudited financial information relating to 2005 in its current report on Form 8-K filed on January 23, 
2006. 


The impact of the restatement on our Consolidated Statement of Income was to reverse previously applied hedge 
accounting for affected hedging relationships in the relevant periods. For derivative instruments previously accounted 
for as fair value hedges, the net accruals for the derivatives were recorded to Net Interest Income, and net changes in 
fair values of the derivative instruments as a result of changes in rates were recorded as basis adjustments to the hedged 
items, such as Loans and Leases, and Long-term Debt. As a result of the restatement, the previous accounting treatment 
was reversed (i.e., the net accruals recorded to Net Interest Income were reversed and there was no basis adjustment for 
the hedged items), and the total changes in the fair values of the derivative instruments including interest accrual 
settlements were recorded directly to Other Income. In addition, for derivative instruments that were previously 
accounted for as cash flow hedges, the Corporation recorded accruals from the derivative instruments to Net Interest 
Income and recorded net changes in the fair values of the derivatives, net-of-tax, to Accumulated Other Comprehensive 
Income (OCI). As a result of the restatement, the cash flow hedge effects were reversed from Accumulated OCI and Net 
Interest Income, and recorded in Other Income. Accordingly, Net Interest Income decreased $419 million, $834 million 
and $959 million for 2005, 2004 and 2003, respectively. Other Income decreased $256 million in 2005, and increased 
$920 million and $879 million in 2004 and 2003. 


The change in Other Income (included in Total Noninterest Income) after the restatement adjustments was 
primarily due to the effects of changes in rates in each respective year on the fair values of derivative instruments used 
in the ALM process. These derivative instruments were primarily comprised of receive fixed interest rate swaps, long 
futures and forward contracts, which generally increase in value when interest rates fall, and decrease in value when 
interest rates rise. 


Gains on Sales of Debt Securities declined from the previously reported results by $399 million in the third quarter 
of 2004. The previously reported results did not recognize cash flow hedge losses upon sale of the underlying hedged 
securities. This cash flow hedge utilized a forward purchase agreement to hedge the variability in cash flows from the 
anticipated purchase of securities. The Corporation subsequently sold the related securities and did not previously 
reclassify the loss on the forward purchase agreement from Accumulated OCI into income. 
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Bank of America Corporation and Subsidiaries 


Consolidated Balance Sheet 


December 31 


2005 
As Previously 


2004 


As Previously 


(Dollars in millions) Reported Restated Reported Restated 
Loans and leases, net of allowance for loan and lease losses........... $ 565,737 $ 565,746 $ 513,211 $ 513,187 
Total: ASSCUS: % sicecessicses hei e sam, teach corner ass sign damp aioe San onpaseN AG ids tr Se anos 1,291,795 1,291,803 1,110,457 1,110,482 
Accrued expenses and other liabilities ....... 0.0.0... cee eee eee eee 31,749 31,938 41,243 41,590 
Ton Seber AED: cscsisincing avsch seaaie s Renk oie alos has Aiba sents wisi ein aoe Asin ci 101,338 100,848 98,078 97,116 
Total liabilities: isc.uccae eee eb Gk dae we he nes dan eneae wet aed 1,190,571 1,190,270 1,010,812 1,010,197 
Retained earnings: .4sscc0 ek chee aeac tee eae dae dee en oak eens 67,205 67,552 58,006 58,773 
Accumulated other comprehensive income (loss) .............0000005 (7,518) (7,556) (2,587) (2,764) 
Total shareholders’ equity .......... 0.0 cee cece ee ccc nent enee 101,224 101,533 99,645 100,235 
Total liabilities and shareholders’ equity ..................022 eee eee $1,291,795 $1,291,803 $1,110,457 $1,110,432 


(1) The Corporation provided unaudited financial information relating to 2005 in its current report on Form 8-K filed on January 23, 
2006. 


The impact of the restatement on our Consolidated Balance Sheet was to reverse fair value basis adjustments to 
items that previously qualified as fair value hedged items such as Loans and Leases, and Long-term Debt. Additionally, 
changes in the fair value of derivative instruments that previously qualified for cash flow hedge accounting were 
reversed from Accumulated OCI and recorded in income. Tax effects of these adjustments impacted Accrued Expenses 
and Other Liabilities. Accordingly, as of December 31, 2005 and 2004, this resulted in an increase of $9 million and a 
decrease of $24 million in Loans and Leases, an increase in Accrued Expenses and Other Liabilities of $189 million and 
$347 million, a decrease in Long-term Debt of $490 million and $962 million, an increase in Retained Earnings of $347 
million and $767 million, and a decrease in Accumulated OCI of $38 million and $177 million. 


The following tables set forth the effects of the restatement relating to derivative transactions on major caption 
items within our Consolidated Statement of Income and our Consolidated Balance Sheet for the quarters in 2005 and 
2004. Although the year and fourth quarter of 2005 are not restated, this information was previously provided in the 
Corporation’s current report on Form 8-K filed on January 23, 2006, and therefore, is included as part of the restatement 
information. 


See Note 23 of the Consolidated Financial Statements for restated quarterly financial statements. 
Bank of America Corporation and Subsidiaries 


Consolidated Statement of Income 
2005 Quarters 


Fourth Third Second First 
As As As As 

(Dollars in millions, except per Previously Previously Previously Previously 
share information) Reported Restated Reported Restated Reported Restated Reported Restated 
Total interest income ............. $16,030 $16,018 $15,222 $15,205 $14,291 $14,267 $13,153 $13,136 
Total interest expense ............. 8,170 8,159 7,449 7,470 6,641 6,630 5,280 5,630 
Net interest income ............... 7,860 7,859 7,773 7,735 7,650 7,637 7,873 7,506 
Total noninterest income .......... 6,262 5,951 6,834 6,416 6,365 6,955 6,149 6,032 
Total revenue ..............00000- 14,122 13,810 14,607 14,151 14,015 14,592 14,022 13,5388 
Gains on sales of debt securities .... 71 71 29 29 325 325 659 659 
Income before income taxes ........ 5,473 5,161 6,192 5,736 6,446 7,023 7,044 6,560 
Income tax expense .............-. 1,705 1,587 2,065 1,895 2,150 2,366 2,349 2,167 
Net income? wy. 06sec cd. eedasee bess $ 3,768 $ 3,574 $4,127 $ 3,841 $4296 $4,657 $4,695 $ 4,393 
Net income available to common 

shareholders ...............0005 $ 3,764 $ 3,570 $ 4122 $3,836 $4,292 $4,653 $4,690 $ 4,388 
Per common share information 
MarMIin gs oi o.o ss geesavers ea bios soars 6 aids $ 094 $ 089 $ 1.03 $ 096 $ 107 $ 116 $ 116 $ 1.09 
Diluted earnings ................. $ 0.93 $ 088 $ 102 $ 095 $ 106 $ 114 $ 114 $ 1.07 


(1) The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in its current report on Form 8-K 
filed on January 23, 2006. 
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Bank of America Corporation and Subsidiaries 


Consolidated Statement of Income 


(Dollars in millions, except per 


share information) 
Total interest income 
Total interest expense 
Net interest income 


Total noninterest income 
Total revenue 


Gains on sales of debt securities .... 


Income before income taxes 
Income tax expense 
Net income 


2004 Quarters 
Second 


As As As As 
Previously Previously Previously Previously 
Reported Restated Reported Restated Reported Restated Reported Restated 


Fourth Third First 


Net income available to common 


shareholders 


Per common share information 


Earnings 
Diluted earnings 


wees $12,195 $12,138 $11,487 $11,456 $10,990 $10,908 $8,552 $8,451 
re 4,448 4,588 3,822 3,941 3,409 3,042 2,751 2,922 
wee eee 7,747 7,050 7,665 7,015 7,081 7,366 5,801 5,529 
see eee 5,966 6,174 4,922 6,012 5,467 4,870 3,730 3,949 
eee 13,713 13,724 12,587 13,527 13,048 12,236 9,531 9,478 

101 101 732 333 795 795 495 495 
vets 5,775 5,786 5,648 6,189 5,826 5,014 3,972 3,919 
ween 1,926 1,931 1,884 2,086 1,977 1,673 1,291 1,271 
on sabe $ 3,849 $ 3,855 $ 3,764 $4,103 $ 3,849 $ 3,341 $2,681 $2,648 
jp ae $ 3,844 $ 3,850 $ 3,759 $4,098 $ 3,844 $ 3,336 $2,680 $2,647 
scene $ 0.95 $ 095 $ 093 $ 101 $ 095 $ 082 $ 0.93 $ 0.92 
wees $ 094 $ 094 $ 091 $ 099 $ 093 $ 081 $ 0.91 $ 0.90 


Net Income volatility from the third quarter of 2004 to the second quarter of 2005 was primarily driven by the 
impact of changes in interest rates on the fair value of derivative instruments which did not qualify for SFAS 133 hedge 
accounting treatment. As rates decreased in the third quarter of 2004 and the second quarter of 2005, the Corporation’s 
Net Income increased driven by increases in the fair value of these derivative instruments. As rates increased in the first 
quarter of 2005, the Corporation’s Net Income decreased as the rise in rates adversely impacted the fair value of the 


derivative instruments. 


Bank of America Corporation and Subsidiaries 


Consolidated Balance Sheet 


(Dollars in millions) 


Loans and leases, net of 
allowance for loan and 
lease losses 

Total assets 


Accrued expenses and other 

liabilities 
Long-term debt 
Total liabilities 


Retained earnings 
Accumulated other 
comprehensive income 
(loss) 
Total shareholders’ equity ... 
Total liabilities and 
shareholders’ equity 


2005 Quarters 


Fourth Third Second First 
As As As As 
Previously Previously Previously Previously 
Reported® Restated Reported Restated Reported Restated Reported Restated 


$ 565,737 $ 565,746 $ 546,277 $ 546,286 $ 521,099 $ 521,109 $ 521,153 $ 521,144 
1,291,795 1,291,803 1,252,259 1,252,267 1,246,330 1,246,339 1,212,239 1,212,229 


31,749 31,938 32,976 33,250 34,470 34,940 35,081 35,319 
101,338 100,848 99,885 99,149 96,894 95,638 98,763 98,107 
1,190,571 1,190,270 1,151,001 1,150,539 1,145,790 1,145,004 1,113,720 1,113,302 
67,205 67,552 65,439 65,980 63,328 64,154 60,843 61,309 
(7,518) (7,556) (6,509) (6,580) (4,992) (5,023) (5,559) (5,617) 
101,224 101,533 101,258 101,728 100,540 101,335 98,519 98,927 


$1,291,795 $1,291,803 $1,252,259 $1,252,267 $1,246,330 $1,246,339 $1,212,239 $1,212,229 


(1) The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in its current report on Form 8-K 


filed on January 23, 2006. 
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Bank of America Corporation and Subsidiaries 


Consolidated Balance Sheet 
2004 Quarters 


Fourth Third Second First 
As As As As 
Previously Previously Previously Previously 

(Dollars in millions) Reported Restated Reported Restated Reported Restated Reported Restated 
Loans and leases, net of allowance 

for loan and lease losses ......... $ 513,211 $ 513,187 $ 502,916 $ 502,890 $ 489,714 $ 489,685 $369,888 $369,858 
Total assets ........... cece eens 1,110,457 1,110,482 1,072,829 1,072,802 1,024,731 1,024,701 799,974 799,942 
Accrued expenses and other 

liabilities. 2.c%cca-25. gang gods accion 41,243 41,590 28,851 29,205 28,682 28,747 18,635 19,269 
Long-term debt ...............04. 98,078 97,116 100,586 99,582 98,319 98,082 81,231 79,474 
Total liabilities................... 1,010,812 1,010,197 974,818 974,168 928,910 928,738 751,198 750,075 
Retained earnings ................ 58,006 58,773 55,979 56,739 54,030 54,452 51,808 52,738 
Accumulated other comprehensive 

income (loss) .............00 ee ee (2,587) (2,764) (2,669) (2,806) (3,862) (4,142) (2,743) (2,582) 
Total shareholders’ equity ......... 99,645 100,235 98,011 98,634 95,821 95,963 48,776 49,867 
Total liabilities and shareholders’ 

CQUIEY << 5 oy seagrass vee aes $1,110,457 $1,110,432 $1,072,829 $1,072,802 $1,024,731 $1,024,701 $799,974 $799,942 


Recent Events 


On June 30, 2005, we announced a definitive agreement to acquire all outstanding shares of MBNA Corporation 
(MBNA Merger), a leading provider of credit card and payment products, for approximately $35.0 billion in stock (85 
percent) and cash (15 percent). This transaction closed on January 1, 2006. Under the terms of the agreement, MBNA 
stockholders received 0.5009 of a share of our common stock plus $4.125 for each MBNA share of common stock. 


On June 17, 2005, we announced a definitive agreement to purchase approximately nine percent of the stock of 
China Construction Bank (CCB) for $3.0 billion. Under this agreement, we made an initial purchase of CCB shares for 
$2.5 billion in August 2005 and an additional purchase of $500 million in October 2005, during CCB’s initial public 
offering. These shares are non-transferable until the third anniversary of the initial public offering. We also hold an 
option that allows us to increase our interest in CCB to 19.9 percent over the next five years. CCB is the third largest 
commercial bank in China based on total assets. 


Effective for the third quarter dividend, our Board of Directors (the Board) increased the quarterly cash dividend 11 
percent from $0.45 to $0.50 per common share. In October 2005, the Board declared a fourth quarter cash dividend 
which was paid on December 23, 2005 to common shareholders of record on December 2, 2005. In January 2006, the 
Board declared a quarterly cash dividend of $0.50 per common share payable on March 24, 2006 to shareholders of 
record on March 3, 2006. 


On October 15, 2004, we acquired 100 percent of National Processing, Inc. (NPC), for $1.4 billion in cash, creating 
the second largest merchant processor in the United States. 


On April 1, 2004, we closed our merger with FleetBoston Financial Corporation (FleetBoston Merger). The merger 
was accounted for under the purchase method of accounting. Accordingly, results for 2004 include the impact of 
FleetBoston for nine months of combined company results. 


Economic Overview 


In 2005, economic performance was strong, despite a near doubling in energy prices, persistent hikes in the Federal 
Funds rate and the destructive hurricanes in the second half of 2005. In the United States, real Gross Domestic Product 
rose a solid 3.6 percent. Global economic expansion was healthy, as robust growth in Asian nations was offset by weaker 
activity in core European nations. In the U.S., consumer spending was particularly resilient to the higher energy prices 
that reduced real purchasing power. Rising employment and wages lifted personal income and financial wealth reached 
an all-time high, while the rate of personal savings fell again. Following several years of robust increases in real estate 
activity and housing values, real estate softened in the second half of 2005 and the volume of mortgage refinancing 
receded. Heightened efficiencies generated sustained productivity gains that constrained costs of production and 
contributed to record-breaking operating profits and cash flows. While business investment spending was strong and 
employment gains firm, inventories remained lean. The strong business performance generated growth in business 
lending and supported healthy credit quality. Although the higher energy prices pushed up headline inflation, core 
inflation, which excludes the volatile food and energy prices, remained low. The Federal Reserve raised rates at every 
Federal Open Market Committee meeting in 2005, lifting the Federal Funds rate to 4.25 percent at year-end. However, 
these rate hikes were widely anticipated, contributing to very low bond yields and a significantly flatter yield curve. 
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Performance Overview 


Net Income totaled $16.5 billion, or $4.04 per diluted common share in 2005, increases of 18 percent and 11 percent 
from $13.9 billion, or $3.64 per diluted common share in 2004. 


Business Segment Total Revenue and Net Income 


Total Revenue Net Income 

2004 2004 
(Dollars in millions) 2005 (Restated) 2005 (Restated) 
Global Consumer and Small Business Banking.................. $28,876 $25,156 $ 7,156 $ 5,971 
Global Business and Financial Services ...............0000 eee 11,160 9,251 4,562 3,844 
Global Capital Markets and Investment Banking ................ 9,009 9,046 1,736 1,924 
Global Wealth and Investment Management.................... 7,393 5,933 2,388 1,605 
AU OERER os.6.2.5 gio diel eSB hb ater nh Meenas bbls hp ai Sang Dale tele 485 296 623 603 
Total. PTE basis®: 2.225665 34-322 Gobtoay ieee de uieiti en caded4 56,923 49,682 16,465 13,947 

FTE adjustment: 2 ¢ occds ces Gud denen denser tins nae eens (832) (717) - — 
Total 65668 wetaaeeehcotan se A eae aa Vee ee eis $56,091 $48,965 $16,465 $13,947 


(1) Total revenue for the segments and All Other is on a fully taxable-equivalent (FTE) basis. For more information on a FTE basis, see 
Supplemental Financial Data beginning on page 24. 


Global Consumer and Small Business Banking 


Net Income increased $1.2 billion, or 20 percent, to $7.2 billion in 2005. Driving the increase was the impact of 
FleetBoston, which contributed to increases in Net Interest Income, Card Income and Service Charges. Also impacting 
the increase in Net Income was higher Mortgage Banking Income driven by lower MSR impairment charges. Partially 
offsetting these increases was higher Provision for Credit Losses and Noninterest Expense. For more information on 
Global Consumer and Small Business Banking, see page 28. 


Global Business and Financial Services 


Net Income increased $718 million, or 19 percent, to $4.6 billion in 2005. The increase was primarily due to higher 
Net Interest Income as Average Loans and Leases, and Average Deposits increased. Also driving the increase in Net 
Income was higher other noninterest income, Service Charges and the impact of FleetBoston. Offsetting these increases 
were higher Noninterest Expense and a reduced benefit from Provision for Credit Losses. For more information on 
Global Business and Financial Services, see page 34. 


Global Capital Markets and Investment Banking 


Net Income decreased $188 million, or 10 percent, to $1.7 billion in 2005. The decrease was driven by lower trading- 
related Net Interest Income and Service Charges, and a reduced benefit from Provision for Credit Losses partially offset 
by higher Trading Account Profits, Equity Investment Gains, and Investment and Brokerage Services Income. For more 
information on Global Capital Markets and Investment Banking, see page 35. 


Global Wealth and Investment Management 


Net Income increased $783 million, or 49 percent, to $2.4 billion in 2005. The increase was due to higher Net 
Interest Income as we experienced increases in Average Deposits, and Average Loans and Leases driven by the impact of 
FleetBoston. Also impacting the increase in Net Income was higher Investment and Brokerage Services Income. 
Partially offsetting these increases was higher Personnel Expense. Total assets under management increased $30.9 
billion to $482.4 billion at December 31, 2005. For more information on Global Wealth and Investment Management, see 
page 38. 


All Other 


Net Income increased $20 million, or three percent, to $623 million in 2005. This increase was primarily a result of 
an increase in Equity Investment Gains offset by a decrease in Gains on Sales of Debt Securities and Other Income. 
Other Income decreased primarily as a result of negative changes in the fair value of derivative instruments, which do 
not qualify for SFAS 133 hedge accounting, due to increasing rates during 2005. For more information on All Other, see 
page 40. 
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Financial Highlights 


Net Interest Income 


Net Interest Income on a FTE basis increased $2.9 billion to $31.6 billion in 2005 compared to 2004. The primary 
drivers of the increase were the FleetBoston Merger, organic growth in consumer (primarily credit card and home 
equity) and commercial loans, higher domestic deposit levels and a larger ALM portfolio (primarily securities). Partially 
offsetting these increases was the adverse impact of spread compression due to the flattening of the yield curve, which 
contributed to lower Net Interest Income. The net interest yield on a FTE basis declined 33 basis points (bps) to 2.84 
percent in 2005. This was primarily due to the adverse impact of an increase in lower-yielding, trading-related balances 
and spread compression, which was partially offset by growth in core deposit and consumer loans. For more information 
on Net Interest Income on a FTE basis, see Table I on page 80. 


Noninterest Income 
Noninterest Income 
2004 

(Dollars in millions) 2005 (Restated) 
Service charges ....... 0. ccc ccc ccc cnet e ete tenet nett eee n eens $ 7,704 $ 6,989 
Investment and brokerage services ........ 0.00. eect eet eee eens 4,184 3,614 
Mortgage banking income .......... 0... cece cece tne eens 805 414 
Investment banking income ........... 0... ccc ent e eee n eas 1,856 1,886 
Equity investment gains ..... 02... ce eee eee eee eee tne e ene ees 2,040 863 
Card IMCOME® hs 4i2.205 nS Ae Lota hanks Adee btak batt GN s SS Stake eae 5,753 4,592 
Trading account profits 2.0... 0. eect tence nee ne eens 1,812 869 
Other in Com aisc0 22.50 Si ee bic oheeamed acs gtepistencecdiacn detevnot wise Aiaaewiees 1,200 1,778 

Total noninterest income .................. 000 c cece eee es $25,354 $21,005 


Noninterest Income increased $4.3 billion to $25.4 billion for 2005 compared to 2004, due to the following which 
includes the impact of FleetBoston: 


e Service Charges grew $715 million driven by organic account growth. 


e Investment and Brokerage Services increased $570 million due to increases in asset management fees and mutual 
fund fees. 


e Mortgage Banking Income increased $391 million due to lower MSR impairment charges which were partially 
offset by lower production income. 


e Equity Investment Gains increased $1.2 billion, primarily in Principal Investing, as liquidity in the private equity 
markets increased. 


¢ Card Income increased $1.2 billion due to increased interchange income and merchant discount fees driven by 
growth in debit and credit purchase volumes and the acquisition of NPC. 


e Trading Account Profits increased $943 million due to increased customer activity driven by our strategic 
initiative in Global Capital Markets and Investment Banking to expand business capabilities and opportunities, 
and the absence of a writedown of the Excess Spread Certificates (the Certificates) that occurred in the prior year. 
For more information on the Certificates, see Note 1 of the Consolidated Financial Statements. 


¢ Other Income decreased $578 million primarily related to losses on derivative instruments used as economic 
hedges in the ALM process that did not qualify for SFAS 133 hedge accounting. 


Provision for Credit Losses 


The Provision for Credit Losses increased $1.2 billion to $4.0 billion in 2005 with credit card being the primary 
driver of the increase. Consumer credit card net charge-offs increased $1.3 billion from 2004 to $3.7 billion with an 
estimated $578 million related to the increase in bankruptcy filings prior to the effective date of the new bankruptcy 
legislation enacted in the fourth quarter of 2005. We estimate that approximately 70 percent of these bankruptcy-related 
charge-offs represent acceleration from 2006 and were provided for previously. Also impacting credit card net charge-offs 
and the Provision for Credit Losses were organic growth and seasoning of the portfolio, the impact of the FleetBoston 
portfolio and new advances on accounts for which previous loan balances were sold to the securitization trusts. The 
provision also increased as the rate of credit quality improvement slowed in the commercial portfolio and a $50 million 
reserve was established for estimated losses associated with Hurricane Katrina. Partially offsetting these increases was 
a reduction in the reserves of $250 million due to reduced uncertainties resulting from the completion of credit-related 
integration activities for FleetBoston. 
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For more information on credit quality, see Credit Risk Management beginning on page 49. 


Gains on Sales of Debt Securities 


Gains on Sales of Debt Securities in 2005 were $1.1 billion compared to $1.7 billion in 2004. For more information on 
Gains on Sales of Debt Securities, see Market Risk Management beginning on page 65. 


Noninterest Expense 
Noninterest Expense 

(Dollars in millions) 2005 2004 
Personnel! Sagoo heat caeceuee at qctned oheet ab dae o dk ea oaanneae seven eae $15,054 $13,435 
OCCUPANCY ace cts So eseern ck Gnendnonteancet ae ea Rae ee Saeca te Sue ae eS woh eeE a deena BRS 2,588 2,379 
HQUIPMEeN by eke ike a ied ad esatauegies seeChl ea iek sat eee bat 1,199 1,214 
Marketing 250 25.3.45 0465 Mek ongethee stad oebintees dani tdde seduced ee eea ne 1,255 1,349 
Professional fe@8) 2.0.6. 4.34 s-0-c-ecee ede Whee nd be WOES A eS ee ee ee 930 836 
Amortization of intangibles’ a .-- ssid easing acgtp Saree ealdaacataye Saga Aaa ened 809 664 
Data Processing seis. 4s dee otk Odeo ewea ASE SS OER R es Geen ewe 1,487 1,330 
TelecommunicationS ........ 0.0 ccc een n teen teen ee eeee 827 730 
Other general operating ........... 0. ccc ccc cece nent een e nee 4,120 4,457 
Merger and restructuring charges .......... 0... cee eee eee eee eee e eens 412 618 

Total noninterest expense .............. 0. ccc cece cece eens $28,681 $27,012 


Noninterest Expense increased $1.7 billion to $28.7 billion in 2005 compared to 2004, primarily due to the impact of 
FleetBoston and increases in personnel-related costs. Pre-tax cost savings from the FleetBoston Merger included in the 
above were $909 million in 2004 and $1.9 billion in 2005, which exceeded the $1.6 billion estimate in the October 2003 
FleetBoston Merger announcement. 


Income Tax Expense 


Income Tax Expense was $8.0 billion in 2005, reflecting an effective tax rate of 32.7 percent. The effective tax rate 
was lower than 2004 primarily as a result of a tax benefit of $70 million related to the special one-time deduction 
associated with the repatriation of certain foreign earnings under the American Jobs Creation Act of 2004. In 2004, 
Income Tax Expense was $7.0 billion, reflecting an effective tax rate of 33.3 percent. For more information on Income 
Tax Expense, see Note 18 of the Consolidated Financial Statements. 
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Balance Sheet Analysis 
Table 1 


Selected Balance Sheet Data 


December 31 Average Balance 
2004 2004 
(Dollars in millions) 2005 (Restated) 2005 (Restated) 
Assets 
Federal funds sold and securities purchased under agreements to 
TES ec shaw dedede dente new ewd itis eads dave neeweeeaigd was $ 149,785 $ 91,360 $ 169,132 $ 128,981 
Trading account assets: .<...cdasccacases oko veacd eee eae cee eek s 131,707 93,587 133,502 104,616 
Securities: 
Available-for-sale ..... 0... ccc cc nee nnn ens 221,556 194,743 219,651 149,628 
Held-to-maturity 2.0.0.0... . ccc ccc ete ene n eens 47 330 192 543 
Loans and leases, net of allowance for loan and lease losses ....... 565,746 513,187 528,793 464,408 
All: Other ASStey cis scsi nd died aia eal dibs a Maced BA aoa ei es A os 222,962 217,225 218,622 196,455 
Total assets .......00. 0.0. $1,291,803 $1,110,432 $1,269,892 $1,044,631 
Liabilities 
DEpOSits. cine. fstse estate heed ean Baws Ohad na dese ededae eine es $ 634,670 $ 618,570 $ 632,482 $ 551,559 
Federal funds purchased and securities sold under agreements to 
Tepurchase 2.0 <4 hss ek cs pa wWee a ahaa benacl dee eee ewes 240,655 119,741 230,751 165,218 
Trading account liabilities ........... 0.0... ccc eee 50,890 36,654 57,689 35,326 
Commercial paper and other short-term borrowings ............. 116,269 78,598 95,657 62,347 
Long-terin.debt? oes0:4 sic eektos awk hd canteie ath deawaehedeea 100,848 97,116 97,709 92,303 
All other liabilities 2.0.0.0... cece e eens 46,938 59,518 55,793 53,063 
Total liabilities .........0..0 0.0... 1,190,270 1,010,197 1,170,031 959,816 
Shareholders’ equity ........... 20.0... cece ene es 101,533 100,235 99,861 84,815 
Total liabilities and shareholders’ equity ....... $1,291,803 $1,110,432 $1,269,892 $1,044,631 


Balance Sheet Overview 


At December 31, 2005, Total Assets were $1.3 trillion, an increase of $181.4 billion, or 16 percent, from 
December 31, 2004. Average Total Assets in 2005 increased $225.3 billion, or 22 percent, from 2004. Growth in Total 
Assets (both period end and average balances) in 2005 was attributable to increases in various line items primarily 
driven by an increase in trading-related activity due to the strategic growth initiative, growth in the ALM portfolio and 
growth in Loans and Leases. Average Total Assets also increased due to the impact of the FleetBoston Merger. 


At December 31, 2005, Total Liabilities were $1.2 trillion, an increase of $180.1 billion, or 18 percent, from 
December 31, 2004. Average Total Liabilities in 2005 increased $210.2 billion, or 22 percent, from 2004. Growth in Total 
Liabilities (both period end and average balances) in 2005 was primarily due to increases in trading-related liabilities 
due to the strategic growth initiative, increase in wholesale funding and organic growth in core deposits. Average Total 
Liabilities also increased due to the impact of the FleetBoston Merger. 


Federal Funds Sold and Securities Purchased under Agreements to Resell 


The Federal Funds Sold and Securities Purchased under Agreements to Resell average balance increased $40.2 
billion to $169.1 billion in 2005 from activities in the trading businesses as a result of expanded trading activities related 
to the strategic initiative and to meet a variety of customers’ needs. 


Trading Account Assets 


Our Trading Account Assets consist primarily of fixed income securities (including government and corporate debt), 
equity and convertible instruments. The average balance increased $28.9 billion to $133.5 billion in 2005, which was due 
to growth in client-driven market-making activities in interest rate, credit and equity products, and an increase in 
proprietary trading activities. For additional information, see Market Risk Management beginning on page 65. 


Securities 


AFS Securities include fixed income securities such as mortgage-backed securities, foreign debt, asset-backed 
securities, municipal debt, equity instruments, U.S. Government agencies and corporate debt. We use the AFS portfolio 
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primarily to manage interest rate risk, liquidity risk and regulatory capital, and to take advantage of market conditions 
that create more economically attractive returns on these investments. The average balance in the AFS portfolio grew by 
$70.0 billion from 2004 primarily due to the reinvestment of available liquidity and as part of our ALM strategy. For 
additional information, see Market Risk Management beginning on page 66. 


Loans and Leases, Net of Allowance for Loan and Lease Losses 


Average Loans and Leases, net of allowance for loan and lease losses, were $528.8 billion in 2005, an increase of 14 
percent from 2004. The increase of $40.0 billion in the consumer loan and lease portfolio and $24.6 billion in the 
commercial loan and lease portfolio was primarily due to organic loan growth. Average Loans and Leases, net of 
allowance for loan and lease losses, also increased due to the impact of the FleetBoston Merger. For a more detailed 
discussion of the loan portfolio and the allowance for credit losses, see Credit Risk Management beginning on page 49, 
and Notes 7 and 8 of the Consolidated Financial Statements. 


Deposits 


Average Deposits increased $80.9 billion to $632.4 billion in 2005 compared to 2004 due to a $46.8 billion increase in 
average domestic interest-bearing deposits and a $24.1 billion increase in average noninterest-bearing deposits 
primarily due to organic growth including the impact of FleetBoston. We categorize our deposits as core or market-based 
deposits. Core deposits are generally customer-based and represent a stable, low-cost funding source that usually reacts 
more slowly to interest rate changes than market-based deposits. Core deposits include savings, NOW and money 
market accounts, consumer CDs and IRAs, and noninterest-bearing deposits. Core deposits exclude negotiable CDs, 
public funds, other domestic time deposits and foreign interest-bearing deposits. Average core deposits increased $69.5 
billion to $563.6 billion in 2005, a 14 percent increase from the prior year. The increase was distributed between 
consumer CDs, noninterest-bearing deposits, NOW and money market deposits, and savings. Average market-based 
deposit funding increased $11.4 billion to $68.8 billion in 2005 compared to 2004. The increase was primarily due to a 
$10.5 billion increase in foreign interest-bearing deposits. 


Federal Funds Purchased and Securities Sold under Agreements to Repurchase 


The Federal Funds Purchased and Securities Sold under Agreements to Repurchase average balance increased 
$65.5 billion to $230.8 billion in 2005 as a result of expanded trading activities related to the strategic initiative and 
investor client activities. 


Trading Account Liabilities 


Our Trading Account Liabilities consist primarily of short positions in fixed income securities (including government 
and corporate debt), equity and convertible instruments. The average balance increased $22.4 billion to $57.7 billion in 
2005, which was due to growth in client-driven market-making activities in interest rate, credit and equity products, and 
an increase in proprietary trading activities. For additional information, see Market Risk Management beginning on 
page 66. 


Commercial Paper and Other Short-term Borrowings 


Commercial Paper and Other Short-term Borrowings provide a funding source to supplement Deposits in our ALM 
strategy. The average balance increased $33.3 billion to $95.7 billion in 2005 due to funding needs associated with the 
growth of core asset portfolios, primarily Loans and Leases, and AFS Securities. 
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Table 2 


Five-Year Summary of Selected Financial Data 


2004 2003 2002 2001 

(Dollars in millions, except per share information) 2005 (Restated) (Restated) (Restated) (Restated) 
Income statement 
INGtiInterest THCOME® ss. Fi isiaca cael aces See's ascinddsoosesie d due, Aickro eeie's csuiteinsdrasitcw doe $ 30,737 $ 27,960 $ 20,505 $ 20,117 $ 19,904 
Noninterest income ........ 0... ce cece cette teens 25,354 21,005 17,329 14,874 15,863 
Total: revenue: 4 4 nig ahs eee a sarndee peas gee Ray Koes eee Dg es 56,091 48,965 37,834 34,991 35,767 
Provision for credit losses .......... ccc ccc cece eee e ne en ences 4,014 2,769 2,839 3,697 4,287 
Gains on sales of debt securities .............. 00 cc cece eee eee ee 1,084 1,724 941 630 475 
Noninterest expense ......... 0... cece cect eee eee nee eees 28,681 27,012 20,155 18,445 20,709 
Income before income taxeS .......... 00. ccc cece cece een ences 24,480 20,908 15,781 13,479 11,246 
Income tax expense: 255.44 cdc esaasantiad aa gunek ee Pade a eaaed es 8,015 6,961 5,019 3,926 3,747 
MING TNA GOT 20 acetate atectaeees ogee aust eeaiees Adams ea ecave ood ast asaya) dedeietinyeyanaeeevesi 16,465 13,947 10,762 9,553 7,499 
Average common shares issued and outstanding 

(Gn thousands) i.%ic5.crcad esd warcegiavewsds Posen wea seaens 4,008,688 3,758,507 2,973,407 3,040,085 3,189,914 
Average diluted common shares issued and outstanding 

Gnthousands): os.cc0a.cdadae dk cs cea eave waa ke eee deat eal 4,068,140 3,823,943 3,030,356 3,130,985 3,251,308 
Performance ratios 
Return on average assetS .......... cee cece eee eee eee eens 1.30% 1.84% 1.44% 1.46% 1.16% 
Return on average common shareholders’ equity ................. 16.51 16.47 21.50 19.96 15.42 
Return on average tangible common shareholders’ equity?) ........ 34.03 32.59 29.20 27.53 23.51 
Total ending equity to total ending assets ..............0. eee eee 7.86 9.03 6.76 7.92 7.92 
Total average equity to total average assets ..............00 ee eee 7.86 8.12 6.69 7.33 7.55 
Dividend payout: .x..iccuedoisn eogaee eee e bos thaw eee eee ages 46.61 46.31 39.76 38.79 48.40 
Per common share data 
Bari eS yo csciceenlaey Meapeao en diewebedas gadut Man awG wa hdeatece ae aces $ 4.10 $ 3.71 $ 3.62 $ 3.14 $ 2.35 
Diltited earnings: jwis.iscacvgeewg eS ear adens tar weed gre ag mas 4.04 3.64 3.55 3.05 2.30 
Dividends paid? 2i6.5.ck.nasedindes binders een anna e mad ee eens wie 1.90 1.70 1.44 1.22 1.14 
Book value: <..6cc0sc ce igivccs Vee e eee eed Head a eRe eee de 25.32 24.70 16.86 17.04 15.63 
Average balance sheet 
Total. loans and 16ases: os eiss.c dua dM ewaeaeed oha eked band wee aces a $ 537,218 $ 472,617 $ 356,220 $ 336,820 $ 365,447 
Total assets) s.i.aceckada. i gai onadw neds ee gueaes Pana aad es 1,269,892 1,044,631 749,104 653,732 644,887 
Total CEPOSUES: «5 esd nsdecsinysuasies aun Avante aati adeacaiin dialind aun tudtemaas dedication dusk a ae 632,432 551,559 406,233 371,479 362,653 
Long-term-debt asc csc. canta ssae re cede aaa Gaar de aeeeekaeaaly eee 97,709 92,303 67,077 65,550 69,621 
Common shareholders’ equity ........... 00 cece cece eee eee 99,590 84,584 50,035 47,837 48,610 
Total shareholders’ equity .......... 0.0 c cece cece eens 99,861 84,815 50,091 47,898 48,678 
Capital ratios (at year end) 
Risk-based capital: 

THEY Ls dia.d: ssa otea Giada VOwaaaw Sd Soa tee SHE datas Shea eee Mame 8.25% 8.20% 8.02% 8.41% 8.44% 
Total ec sais tex ge hehe warees oa oad wana Eee he ae eee RG ER 11.08 11.73 12.05 12.63 12.81 

LLEVCr age iy: s cece Sigel be ea Mad ah ay oe aR Whe Rite BPW oe eae 5.91 5.89 5.86 6.44 6.67 
Market price per share of common stock 
CLOSINIE® sisson sccd t nide dee oe Meio eae ad PRE a dete oe EES $ 46.15 $ 46.99 §$ 40.22 $ 34.79 $ 31.48 
High Closing’: s.¢ds.cc0a a Maces tae secede aaa ede dacueaeaeneee 47.08 47.44 41.77 38.45 32.50 
TO WClOSING 5 Rargtest ascites aresneutba lo miata eater cen aadeae ade aerate aac 41.57 38.96 32.82 27.08 23.38 


(1) As a result of the adoption of SFAS 142 on January 1, 2002, we no longer amortize Goodwill. Goodwill amortization expense was 
$662 million in 2001. 

(2) Return on average tangible common shareholders’ equity equals net income available to common shareholders plus amortization of 
intangibles, divided by average common shareholders’ equity less goodwill, core deposit intangibles and other intangibles. 


MBNA Merger Overview 


Pursuant to the Agreement and Plan of Merger, dated June 30, 2005, by and between the Corporation and MBNA 
(the MBNA Merger Agreement), the Corporation acquired 100 percent of the outstanding stock of MBNA on January 1, 
2006. The MBNA Merger was a tax-free merger for the Corporation. The acquisition expands the Corporation’s customer 
base and its opportunity to deepen customer relationships across the full breadth of the company by delivering 
innovative deposit, lending and investment products and services to MBNA’s customer base. Additionally, the 
acquisition allows the Corporation to significantly increase its affinity relationships through MBNA’s credit card 
operations. MBNA’s results of operations will be included in the Corporation’s results beginning January 1, 2006. The 
transaction will be accounted for under the purchase method of accounting. The purchase price has been allocated to the 
assets acquired and the liabilities assumed based on their estimated fair values at the MBNA Merger date. 


Under the terms of the MBNA Merger Agreement, MBNA stockholders received 0.5009 of a share of the 
Corporation’s common stock plus $4.125 for each MBNA share of common stock. As provided by the MBNA Merger 
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Agreement, approximately 1.3 billion shares of MBNA common stock were exchanged for approximately 631 million 
shares of the Corporation’s common stock. At the date of the MBNA Merger, this represented approximately 16 percent 
of the Corporation’s outstanding common stock. MBNA shareholders also received cash of $5.2 billion. On November 3, 
2005, MBNA redeemed all shares of its 72% Series A Cumulative Preferred Stock and Series B Adjustable Rate 
Cumulative Preferred Stock, in accordance with the terms of the MBNA Merger Agreement. 


Supplemental Financial Data 


Table 3 provides a reconciliation of the supplemental financial data mentioned below with financial measures 
defined by accounting principles generally accepted in the United States (GAAP). Other companies may define or 
calculate supplemental financial data differently. 


Operating Basis Presentation 


In managing our business, we may at times look at performance excluding certain non-recurring items. For 
example, as an alternative to Net Income, we view results on an operating basis, which represents Net Income excluding 
Merger and Restructuring Charges. The operating basis of presentation is not defined by GAAP. We believe that the 
exclusion of Merger and Restructuring Charges, which represent events outside our normal operations, provides a 
meaningful year-to-year comparison and is more reflective of normalized operations. 


Net Interest Income—FTE Basis 


In addition, we view Net Interest Income and related ratios and analysis (i.e. efficiency ratio, net interest yield and 
operating leverage) on a FTE basis. Although this is a non-GAAP measure, we believe managing the business with Net 
Interest Income on a FTE basis provides a more accurate picture of the interest margin for comparative purposes. To 
derive the FTE basis, Net Interest Income is adjusted to reflect tax-exempt income on an equivalent before-tax basis 
with a corresponding increase in Income Tax Expense. For purposes of this calculation, we use the federal statutory tax 
rate of 35 percent. This measure ensures comparability of Net Interest Income arising from taxable and tax-exempt 
sources. 


Performance Measures 


As mentioned above, certain performance measures including the efficiency ratio, net interest yield, and operating 
leverage utilize Net Interest Income (and thus Total Revenue) on a FTE basis. The efficiency ratio measures the costs 
expended to generate a dollar of revenue, and net interest yield evaluates how many basis points we are earning over the 
cost of funds. Operating leverage measures the total percentage revenue growth minus the total percentage expense 
growth for the corresponding period. During our annual integrated planning process, we set operating leverage and 
efficiency targets for the Corporation and each line of business. Targets vary by year and by business and are based on a 
variety of factors, including: maturity of the business, investment appetite, competitive environment, market factors, 
and other items (e.g. risk appetite). The aforementioned performance measures and ratios, earnings per common share 
(EPS), return on average assets, return on average common shareholders’ equity and dividend payout ratio, as well as 
those measures discussed more fully below, are presented in Table 3. 


Return on Average Common Shareholders’ Equity, Return on Average Tangible Common Shareholders’ 
Equity and Shareholder Value Added 


We also evaluate our business based upon return on average common shareholders’ equity (ROE), return on average 
tangible common shareholders’ equity (ROTE) and shareholder value added (SVA) measures. ROE, ROTE and SVA 
utilize non-GAAP allocation methodologies. ROE measures the earnings contribution of a unit as a percentage of the 
Shareholders’ Equity allocated to that unit. ROTE measures the earnings contribution of a unit as a percentage of the 
Shareholders’ Equity reduced by Goodwill, Core Deposit Intangibles and Other Intangibles, allocated to that unit. SVA 
is defined as cash basis earnings on an operating basis less a charge for the use of capital. For more information, see 
Basis of Presentation beginning on page 27. These measures are used to evaluate our use of equity (i.e. capital) at the 
individual unit level and are integral components in the analytics for resource allocation. Using SVA as a performance 
measure places specific focus on whether incremental investments generate returns in excess of the costs of capital 
associated with those investments. Investments and initiatives are analyzed using SVA during the annual planning 
process for maximizing allocation of corporate resources. In addition, profitability, relationship and investment models 
all use ROE and SVA as key measures to support our overall growth goal. 
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Table 3 
Supplemental Financial Data and Reconciliations to GAAP Financial Measures 


2004 2003 2002 2001 

(Dollars in millions, except per share information) 2005 (Restated) (Restated) (Restated) (Restated) 
Operating basis.2) 
ODETalINS CANMINGS . cins cia cas ante dN RRGA Ae HORNE PE COLA Ae Lea WEARER w ER wARER NEMA R EAT ERR $ 16,740 $14,358 $10,762 $9,553 $ 8,749 
Operating earnings per common share ............. cece eee eee ene eee ene e eens 4.17 3.82 3.62 3.14 2.74 
Diluted operating earnings per common share .......... 0... e cece eee eee eee eens 4.11 3.75 3.55 3.05 2.69 
shareholder value Gdded i.iacs cow cnascha eek bed ee OHA DOES te de eww Kaew EEN oN ER EET ee 6,594 5,718 5,475 4,030 3,794 
ROPUNI OR GIVONASG ABC OUS al souls 5 -ecinai ese 34 boos dew iesg bal hea e aos eiecdign Aa wade Men Hla he RG RA Roma gk Rea 1.32% 1.37% 1.44% 1.46% 1.36% 
Return on average common shareholders’ equity ....... 0... eee eee eee eee 16.79 16.96 21.50 19.96 17.99 
Return on average tangible common shareholders’ equity ......... 0... e eee eee eee eee 34.57 33.51 29.20 27.53 27.02 
Operating efficiency-ratio (PTE basis): isis.cjaussss.5 sur scasa sig ar avanave. cobras a Nel Wb Brava dynielenars Gb Riese wins, 4 ale 49.66 53.13 52.38 51.84 53.74 
Dividend Payout PAO)... cces-ascv areas tee gis song dcanseidea alarengusdra,n-doaeped, gin gabe wrmialag gerne sgleru saw dawns 45.84 44.98 39.76 38.79 41.48 
Operating leverage (combined basis)® 1.1.0.0... cee eee eee e eens 8.33 0.44 (6.06) n/a n/a 
FTE basis data 
Net imterest income’ ta isecccdce desk dat eaealeck anced oa hoses tc Aeave Moeanhecseond arn daade cae pba eae bavbee toolbar aca 8 $ 31,569 $28,677 $21,149 $20,705 $20,247 
WOtal POVENUE. .i5 acc ankedd Roe GeeRidd Geka Kew eid eele edo se OMSL SPADA WORD Ema aanEradad ses 56,923 49,682 38,478 35,579 36,110 
Net interest Viel: misc cng sir dee hep ORnr ns poate Na GREY OLENTE ML LAMAG PALA MA AM SALG ERS CeO HEE 2.84% 3.17% 3.26% 3.63% 3.61% 
HEPICTOTA Cy PATIO: esi: chaos ivigls ea apaeay onda Gio 4°) BTS, Gy Stash aicabe Ss wt ne vlc anal aNeblenegTa ita elayines tna Bua NW wikeee avai g Re 50.38 54.37 52.38 51.84 57.35 
Reconciliation of net income to operating earnings 
SING: EA COTILS 23sec cedar deste Tons Ses ideas es ied on isc snr ap Bl en tip laded arg avteahd But ad Sans $16,465 $13,947 $10,762 $9,553 $ 7,499 
Merger and restructuring charges 20... 0.6... eeei eee ee beeen senses beens renee eebeeeebeees 412 618 _ - 1,700 
Related: income tax Weme iat se. ic ss ca.husi gadave cases doar sanecr ave Iyoung hvacuhens Waressdecedvedaiste sig Yievets Sandee Medes ¥ (137) (207) — _ (450) 
Operating Garmin gs. i..5 cine sastnaianie sewn wow acdiida sae Page dain 4 Mo awgaralaeumrna 5 aGpee aaa $16,740 $14,358 $10,762 $9,553 $ 8,749 
Reconciliation of EPS to operating EPS 
Harnings per COMMON SUATE cu asoas ghana sco eds sense bie deae de WEDS OR wR AMEN TVR W ENE MS $ 410 $ 3.71 $ 362 $ 314 $ 2.35 
Effect of merger and restructuring charges, net of tax benefit .................... 0.02.0 0.07 0.11 — _ 0.39 
Operating earnings per common Share ............ 00sec cece eee eee eens $ 417 $ 382 $ 362 $ 314 $ 2.74 
Reconciliation of diluted EPS to diluted operating EPS 
Diluted earnings per common share .... 606s csc sneer ones see sen eden er aveenepadervereneav eens $ 404 $ 364 $ 355 $ 3.05 $ 2.30 
Effect of merger and restructuring charges, net of tax benefit .................... 0.00. 0.07 0.11 _ _ 0.39 
Diluted operating earnings per common share ............. 0.0 cece eee e cece tenet nent ee enees $ 411 $ 3.75 $ 355 $ 3.05 $ 2.69 
Reconciliation of net income to shareholder value added 
INCU ICOM 5355 si..Cati ae, Areiceio stare Venn, deg ARIAS Pienaar seve ina Gtay Waa hae atn ena Ne tes wan $16,465 $13,947 $10,762 $9,553 $ 7,499 
Amortization of Intangibles” as ise:sacersecouer oquneon-eiwre alee dh lec lee vieeoand Weracade coda ahe tose RG cols Wonder AGea, 8 809 664 217 218 878 
Merger and restructuring charges, net of tax benefit ............. 00... 275 411 _ = 1,250 
Cash basis earnings on an operating basis ......... 0... cece cece eee eens 17,549 15,022 10,979 O771 9,627 
Capital charge: cis: cp anainondncrnck csve: ton ausssni glass enay Bove iene mh Risys Bh ws avchodac a NB Nes eas wav anon shcnal 4 Gaye SUaO aren See (10,955) = (9,304) (5,504) (5,741) (5,833) 
Shareholder value Added: 5.2. 5.6: scpssete soy 4p sated. yay bed avaya Senlasnv sp ojocbend ncdudva tepeuasncanasare wie Regan Doone deasay NoGuae’ $ 6,594 $5,718 $5,475 $4,030 $ 3,794 
Reconciliation of return on average assets to operating return on average assets 
OPIN OIVAVECTAE OARS OUS oo cissca each ard ek aN ares BH BALE W Ae Weato nc Wea aes Wie Lie a Ea ee ghana Ree 1.30% 1.34% 1.44% 1.46% 1.16% 
Effect of merger and restructuring charges, net of tax benefit ...... 0... eee eee 0.02 0.03 _ — 0.20 
Operating return on average assetS ......... cece eee eee e eee eens 1.32% 1.37% 1.44% 1.46% 1.36% 
Reconciliation of return on average common shareholders’ equity to operating return on 

average common shareholders’ equity 
Return on average common shareholders’ equity ........ 0... eee eee eee eens 16.51% 16.47% 21.50% 19.96% 15.42% 
Effect of merger and restructuring charges, net of tax benefit ....... 0... eee eee eee 0.28 0.49 _ =— 2.57 
Operating return on average common shareholders’ equity ........ 0... eee 16.79% 16.96% 21.50% 19.96% 17.99% 
Reconciliation of return on average tangible common shareholders’ equity to operating 

return on average tangible common shareholders’ equity 
Return on average tangible common shareholders’ equity ......... 0... eee eee eee eee 34.03% 32.59% 29.20% 27.53% 23.51% 
Effect of merger and restructuring charges, net of tax benefit ...... 00... eee eee eee 0.54 0.92 = _ 3.51 
Operating return on average tangible common shareholders’ equity ........... 0... e eee e eee eee 34.57% 33.51% 29.20% 27.53% 27.02% 
Reconciliation of efficiency ratio to operating efficiency ratio (FTE basis) 
HM CI OT CY PATIO 5:3: cgon, suse wy.aiaavortn a stycandual ts dr Siaibi Ie Wan: Sa: alo ua ans GlabpiN li’ Red ig cae andang. iva A Aaland Sysiaeng aR 50.38% 54.37% 52.38% 51.84% 57.35% 
Effect of merger and restructuring charges, net of tax benefit ...... 0... eee eee (0.72) (1.24) — _ (3.61) 
Operating efi ciency TAO: .:0%s.5 ispecies qeane aidan nas Guba e mn aleaiiig ancalelndeg Mpegs Miaaiwimaes uag wa 49.66% 53.13% 52.38% 51.84% 53.74% 
Reconciliation of dividend payout ratio to operating dividend payout ratio 
Dividend pay out: ratio: is.5.d:svaiie sua. p-acavin ee, :Sodum 6 qed Ge Ge a Aga laayae ls Boas ih Ryle sas ay FS GRA ui lps av Ojai g BR 46.61% 46.31% 39.76% 38.79% 48.40% 
Effect of merger and restructuring charges, net of tax benefit ...... 0... eee eee (0.77) (1.33) _ _ (6.92) 
Operating dividend payout PAO 5.5.6.6 eics-gincnieaiginae eee On na enn g aaalelag Minin gee lee Wialaes ung He 45.84% 44.98% 39.76% 38.79% 41.48% 
Reconciliation of operating leverage to operating leverage (combined basis) 
Operating leverages sae. cis yas einapeavnue a.geicy as cpeaineRuecgeb a pita Rah au Mimi Sadun Geely asa seatinintnaas Siahe abd 8.41% (4.91)%  (1.12)% n/a n/a 
Effect of merger and restructuring charges ........... 0. eee e cece eee eee eee e eens (0.93) 3.07 = n/a n/a 
Effect of FleetBoston pro forma results ......... 0... cece eens 0.85 2.28 (4.94) n/a n/a 
Operating leverage (combined basis)® ....... 0... eee eee eee eee eens 8.33% 0.44% (6.06)% n/a n/a 


(1) Operating basis excludes Merger and Restructuring Charges. Merger and Restructuring Charges were $412 million and $618 million in 2005 and 
2004. Merger and Restructuring Charges in 2001 represented Provision for Credit Losses of $395 million and Noninterest Expense of $1.3 billion, both 


of which were related to the exit of certain consumer finance businesses. 


(2) Asa result of the adoption of SFAS 142 on January 1, 2002, we no longer amortize Goodwill. Goodwill amortization expense was $662 million in 2001. 
(3) Operating leverage (combined basis) includes the results of FleetBoston for the year ended December 31, 2004 and 2003 on a pro forma basis. In 2004, 
operating leverage was impacted by the costs to integrate FleetBoston; however, in 2005, operating leverage benefited from FleetBoston Merger’s cost 


savings. 
n/a = not available 


25 


Core Net Interest Income— Managed Basis 


In managing our business, we review core net interest income on a managed basis, which adjusts reported Net 
Interest Income on a FTE basis for the impact of trading-related activities and revolving securitizations. As discussed in 
the Global Capital Markets and Investment Banking business segment section beginning on page 35, we evaluate our 
trading results and strategies based on total trading-related revenue, calculated by combining trading-related Net 
Interest Income with Trading Account Profits. We also adjust for loans that we originated and sold into revolving credit 
card, home equity line and commercial loan securitizations. Noninterest Income, rather than Net Interest Income and 
Provision for Credit Losses, is recorded for assets that have been securitized as we are compensated for servicing the 
securitized assets and record servicing income and gains or losses on securitizations, where appropriate. An analysis of 
core net interest income—managed basis, core average earning assets—managed basis and core net interest yield on 
earning assets—managed basis, which adjusts for the impact of these two non-core items from reported Net Interest 
Income on a FTE basis, is shown below. 


Table 4 
Core Net Interest Income— Managed Basis 
2004 2003 
(Dollars in millions) 2005 (Restated) (Restated) 
Net interest income 
As:reported (FTH basis) tacis tag g4 ds hoinde sae norte es yeeudieas shed eho dwe eee ames $ 31,569 $ 28,677 $ 21,149 
Impact of trading-related net interest income ........... 0. c eee eee eee (1,444) (2,039) (2,235) 
Core net interest income ........... 0... eee nee 30,125 26,638 18,914 
Impact of revolving securitizations ... 0... enna 708 882 311 
Core net interest income—managed basis .................... 0c eee eee eee $ 30,8838 $ 27,520 $ 19,225 
Average earning assets 
AS PEPORtGd | sic 'c4, tipcuhs a tiawihace Ae Sues ache aamaate Rage Caen Roe aio aiadie aa Ia nm@adha-eanealeanes eames $1,111,994 $905,273 $ 649,598 
Impact of trading-related earning assets .......... 0... cece eee eee nent een ees (299,374) (227,230) (172,428) 
Core average earning assetS ........... 00. 812,620 678,043 477,170 
Impact.of revolving Securitizations ..oi 5 ccc cne ia ce mie we Rea tie we Ree Rel RE eH Cac Re Ae ela 8,440 10,181 3,342 
Core average earning assets—managed basis ...................00e eee ees $ 821,060 $688,224 $ 480,512 
Net interest yield contribution 
AS reported: (FTE Basis) ci sii esesdes.caadedayatits la dua ai areca dua scene te had aldle dhaan dldbnsgead atin doa al aiecaaad ae 2.84% 3.17% 3.26% 
Impact:of trading-related activities: 2.33. cciihediax isd fannie eae yao da gid ema e ede Bee 0.87 0.76 0.70 
Core net interest yield on earning assets .............. 0. 0c cece cece eee eens 3.71 3.93 3.96 
Impact of revolving securitizationS ........ 0. cece cece eee eee eee eee e eee e nena 0.04 0.06 0.03 
Core net interest yield on earning assets—managed basis .................. 3.75% 3.99% 3.99% 


Core net interest income on a managed basis increased $3.3 billion for 2005. This increase was driven by the impact 
of the FleetBoston Merger, organic growth in consumer (primarily credit card and home equity) and commercial loans, 
higher domestic deposit levels and a larger ALM portfolio (primarily securities). Partially offsetting these increases was 
the adverse impact of spread compression due to the flattening of the yield curve. 


Core average earning assets on a managed basis increased $132.8 billion primarily due to higher ALM levels 
(primarily securities) and higher levels of consumer loans (primarily home equity and credit card). The increases in these 
assets were due to organic growth as well as the impact of the FleetBoston Merger. 


The core net interest yield on a managed basis decreased 24 bps as a result of the impact of spread compression due 
to flattening of the yield curve and a larger ALM portfolio partially offset by higher levels of core deposits and consumer 
loans. 


Business Segment Operations 
Segment Description 


The Corporation reports the results of its operations through four business segments: Global Consumer and Small 
Business Banking, Global Business and Financial Services, Global Capital Markets and Investment Banking, and Global 
Wealth and Investment Management. During the third quarter of 2005, our operations in Mexico were realigned and are 
now included in the results of Global Business and Financial Services, rather than Global Capital Markets and 
Investment Banking. Also during the third quarter of 2005, we announced the future combination of Global Business and 
Financial Services and Global Capital Markets and Investment Banking that was effective on January 1, 2006. This new 
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segment is called Global Corporate and Investment Banking. This new segment will enable us to more effectively 
leverage the universal bank model in servicing our business clients. In the universal bank model, teams of consumer, 
commercial and investment bankers work together to provide all clients, regardless of size, the right combination of 
products and services to meet their needs. All Other consists primarily of Equity Investments, the residual impact of the 
allowance for credit losses process, Merger and Restructuring Charges, intersegment eliminations, and the results of 
certain consumer finance and commercial lending businesses that are being liquidated. All Other also includes certain 
amounts associated with the ALM process, including the impact of funds transfer pricing allocation methodologies, 
amounts associated with the change in the value of derivatives used as economic hedges of interest rate and foreign 
exchange rate fluctuations that do not qualify for SFAS 133 hedge accounting treatment, gains or losses on sales of 
whole mortgage loans, and Gains on Sales of Debt Securities. For more information on All Other, see page 40. 


Basis of Presentation 


We prepare and evaluate segment results using certain non-GAAP methodologies and performance measures many 
of which are discussed in Supplemental Financial Data on page 24. We begin by evaluating the operating results of the 
businesses, which by definition excludes Merger and Restructuring Charges. The segment results also reflect certain 
revenue and expense methodologies, which are utilized to determine operating income. The Net Interest Income of the 
business segments includes the results of a funds transfer pricing process that matches assets and liabilities with 
similar interest rate sensitivity and maturity characteristics. Net Interest Income also reflects an allocation of Net 
Interest Income generated by assets and liabilities used in our ALM process. The results of the business segments will 
fluctuate based on the performance of corporate ALM activities. The restatement impact to Net Interest Income, 
associated with the economic hedges that did not qualify for SFAS 133 hedge accounting, was included in All Other, and 
was not allocated to the business segments. 


Certain expenses not directly attributable to a specific business segment are allocated to the segments based on 
pre-determined means. The most significant of these expenses include data processing costs, item processing costs and 
certain centralized or shared functions. Data processing costs are allocated to the segments based on equipment usage. 
Item processing costs are allocated to the segments based on the volume of items processed for each segment. The costs 
of certain centralized or shared functions are allocated based on methodologies which reflect utilization. 


Equity is allocated to the business segments using a risk-adjusted methodology incorporating each unit’s credit, 
market and operational risk components. The nature of these risks is discussed further beginning on page 49. ROE is 
calculated by dividing Net Income by allocated equity. SVA is defined as cash basis earnings on an operating basis less a 
charge for the use of capital (i.e. equity). Cash basis earnings on an operating basis is defined as Net Income adjusted to 
exclude Merger and Restructuring Charges, and Amortization of Intangibles. The charge for capital is calculated by 
multiplying 11 percent (management’s estimate of the shareholders’ minimum required rate of return on capital 
invested) by average total common shareholders’ equity at the corporate level and by average allocated equity at the 
business segment level. Average equity is allocated to the business level using a methodology identical to that used in 
the ROE calculation. Management reviews the estimate of the rate used to calculate the capital charge annually. The 
Capital Asset Pricing Model is used to estimate our cost of capital. 


See Note 20 of the Consolidated Financial Statements for additional business segment information, selected 
financial information for the business segments and reconciliations to consolidated Total Revenue and Net Income 
amounts. 
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Global Consumer and Small Business Banking 


The strategy of Global Consumer and Small Business Banking is to attract, retain and deepen customer 
relationships. We achieve this strategy through our ability to offer a wide range of products and services through a 
franchise that stretches coast to coast through 29 states and the District of Columbia. We serve more than 38 million 
consumer and small business relationships utilizing our network of 5,873 banking centers, 16,785 domestic branded 
ATMs, and telephone and Internet channels. Within Global Consumer and Small Business Banking, our most significant 
product groups are Card Services, Consumer Real Estate and Consumer Deposit and Debit Products. 


Global Consumer and Small Business Banking 


(Dollars in millions) 2005 2004 
Net interest income (FTE basis) .......... 0. cece cece eee teen ence teen beet een eneeee $ 17,053 $ 15,911 
Noninterest income: 
DCEVICE CHAT BES ¢ id akira atta redoadrv did duniesecnd aire te dolcs had. aapucdas myaierartdon-trendid dapuedecnd wibratedoaetis eit antsatecs 4,996 4,329 
Mortgage banking IncOMe® «0.4 9d yee ue sdaw eat d Sse pei y She as LG Nid pied wee ath Rand she Bee 1,012 589 
Card INCOMIG OY is. 5 Sis ede bask vs copia: ood Sug Qe Aad, oeons RAG: Boa aaa a Ridges apn Sod ld RNS bd py Ra eS 5,476 4,359 
All other incomes: 205 es e0hcs0 thee nawadies ohevaeesentwase eebeset eeeeaws des eeeatedelnes 339 (32) 
Total MNOMMLETSS EAM COME? 5505... cssis: cy igiea itlara Bab, Seatvincys hleob aye ava ¥ Sa. Suprcin ae dgb Wedge acd Peau 11,823 9,245 
Total ‘revenue (FRE basis)! sss-dis.d:5,8.c0065 Bee tnde Pease es See geese 2adaa se OoG ode bs GOES 28,876 25,156 
Provision :forcredit 1OSS8' «.<iee(scs.siece s-a:siuscnlacd paenentahevseg hie: gosue gcbsueen abd esses ecb ayguvcardis 8 abodes doe. unvao mcs 4,271 3,333 
Gains (losses) on sales of debt securities 2.2.0.0... 6. eee e eee e eee eens (2) 117 
Noninterest expense: oi.ais.s ag adidas edse. gasaiacs 4 als. arncdeacs: # ala. eascainns Hash. en dare Aadod guasavnaged aod apa atuerd: Bob. cnas ne 13,440 12,555 
Income before income taxes is inches dais cam bed PER SAE HS Sew EW aD aG Hea ee mami RES RE ee 11,163 9,385 
Income tax CX PENS: oo iéis.s an botany dade sedoniaie. se dnote edb on acd a Goal aged bd aausaldid. Fd aa ar dee, su 4,007 3,414 
NGt INCOME 9s o.5 seks 5508 Pw es ERS 4S hw ee a ee BOR ESE eens $ 7,156 $ 5,971 
Shareholder valtieadded: 4 suis.cevalet, vs-aneaeadeeneade vkteataee wee he eee wee ee eens damares $ 4,013 $ 3,325 
Net interest yield (FTE basis) 0.5 ...66.050s.00 0000s 00 ee ebseeee sen eeee ee eb eden been eben eeenes 5.63% 5.46% 
ReturnOn average eQuiby cee shiesit ok igs Meeuloe chow agree tae e wl deat Siete hie cai hates ce 21.31 21.28 
Efficiency ratio (ETE basis) iis35..s.0c.650s.0008 beaded Re SSA a RAN CdR ELE Re aw TARO D 46.54 49.91 
Average: 
Total loans and l6ases: ideu3 bb id bbe bee ba wad deda-ke-bd- boebd Weeki eeeit $144,019 $122,148 
Total assets: on: sancdisietitece ete cacdcantis cade cence duaylanbuddle.davecacace aebuelareaate. di aladand ds ete Gta eonacne 330,342 316,204 
Total deposits’ s.sc1cehoddae desc bans ante bok eeeeaince gded4 eae ans aelanes 306,038 283,481 
Common equity/Allocated equity ......... ccc eect eee eee ees 33,589 28,057 
Year end: 
Total loans and leases ...... 0.0... ccc eee eee e tence nee ne eeee 151,646 139,507 
170) red rs 1] =) 1: Ea eo 335,551 336,902 
Total deposits: a6 esc... sand danke beded deed adda eee henedahinedadsaiass 306,083 299,062 


(1) Includes Credit Card Income of $3,847 million and $3,127 million for 2005 and 2004, and Debit Card Income of $1,629 million and 
$1,232 million for 2005 and 2004. 


In 2005, Net Interest Income increased $1.1 billion, or seven percent. Growth in deposits, a low cost source of 
funding, positively impacted Net Interest Income. Average Deposits increased $22.6 billion, or eight percent, driven by 
the impact of FleetBoston customers, deepening existing relationships and our focus on attracting new customers. 
Partially offsetting this growth was the migration of account balances of $28.1 billion from Global Consumer and Small 
Business Banking to Global Wealth and Investment Management. Net Interest Income was also positively impacted by 
the $21.9 billion, or 18 percent, increase in Average Loans and Leases. This increase was driven by higher average 
balances on home equity loans and lines of credit and average held credit card outstandings. The growth in held credit 
card outstandings was due to the impact of FleetBoston, increases in purchase volumes, the addition of more than 
5 million new accounts primarily through our branch network and direct marketing programs, and new advances on 
accounts for which previous loan balances were sold to the securitization trusts. 


Noninterest Income increased $2.6 billion, or 28 percent, in 2005. The increase was primarily due to increases of 
$1.1 billion, or 26 percent, in Card Income, $667 million, or 15 percent, in Service Charges and $423 million in Mortgage 
Banking Income. Card Income increased mainly due to higher purchase volumes for credit and debit cards, the impact of 
the NPC acquisition in the fourth quarter of 2004, and increases in average managed credit card outstandings. The 
increases in card purchase volumes and average managed credit card outstandings were due to continued growth in our 
card business as we more effectively leveraged our branch network. The increase in Service Charges was due primarily 
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to the growth in new accounts. Mortgage Banking Income increased primarily due to a $400 million decrease in the 
impairment of MSRs. Also impacting these increases was the impact of FleetBoston. 


The Provision for Credit Losses increased $938 million, or 28 percent, to $4.3 billion in 2005 mainly due to credit 
card. For further discussion of the increased Provision for Credit Losses related to credit card, see the following section, 
Card Services. 


Noninterest Expense grew $885 million, or seven percent in 2005. The majority of the increase was due to the 
impact of FleetBoston and NPC. 


Card Services 


Card Services, which excludes debit cards, provides a broad offering of credit cards to an array of customers 
including consumers and small businesses. Our products include traditional credit cards, and a variety of co-branded 
and affinity card products. We also provide processing services for merchant card receipts, a business where we are a 
market leader, due in part to our acquisition of NPC during the fourth quarter of 2004. 


We evaluate our Card Services business on both a held and managed basis (a non-GAAP measure). Managed basis 
treats securitized loan receivables as if they were still on the balance sheet and presents the earnings on the sold loan 
receivables as if they were not sold. We evaluate credit card operations on a managed basis as the receivables that have 
been securitized are subject to the same underwriting standards and ongoing monitoring as the held loans. The credit 
performance of the managed portfolio is important to understanding the results of card operations. 
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The following table reconciles the credit card portfolio on a held basis to a managed basis to reflect the impact of 
securitizations. For assets that have been securitized, we record Noninterest Income, rather than Net Interest Income 
and Provision for Credit Losses, as we are compensated for servicing income and gains or losses on securitizations. In a 
securitization, the credit card receivables, not the ongoing relationships, are sold to the trust. After the revolving period 
of the securitization, assuming no new securitizations, the newly generated credit card receivables arising from these 
relationships are recorded on our balance sheet. This has the effect of increasing Loans and Leases and increasing Net 
Interest Income and the Provision for Credit Losses (including net charge-offs), with a reduction in Noninterest Income. 


Credit Card Services 


(Dollars in millions) 2005 2004 


Income Statement Data 


Held net interest. Income s.0s vec does Poe Mea a LA Nay han Uae dee ea eae ane $ 4,984 $ 4,283 
Securitizations 1UMpach oii s vases srs.e acne nd asennad Hobie nla ae los Butane Wane bia ave rin ened: HAL Nie ae 572 799 
Managed net interest INGoMe: \2 02.00 iacnces esas cag ta eens SHER Tae eA Hage eee 5,556 5,082 
Held noninterest: income +5. 0065s inc og sess gites anecaing acded arg avai agi canes wie a gebed rg lp aa atanacar glad erp arse mata 3,951 3,243 
Securitizations impact «3.0606. c6b bce eek aoe dee Heed de dead ca Hac abe eRe cae eee dw (115) (185) 
Managed noninterest INCOME: §..5.2. 6.6.6 esac ses ote nad ep aaes Rete sae eed etme guat neo Guede ape e 3,836 3,058 
Heldtotal revenue sic ccicavenans Garten tance linn DaaMUOR Tae and atte Na end nee Rana RS 8,935 7,526 
Hecuritizations IMpPach ssw se nal sede galanin Sab Wee alae Mead Bie ale A RNa eke eat ak aed lated alae 457 614 
Managed total reventle .. 6656 i sas es cee ses e sede Neos SNES RTS SeN NES Kae S Sree ee 9,392 8,140 
Held: provision for credit:losses™) 3s s6 etd di et hess saw ea dewaate ene aw a as Seb Gee ag ese oh 3,999 3,112 
DECUEIZATIONS TIM PAChes o..5 cna aces ca stile e.tsarn stot edectinverngasctratens ait onseotaseeat ante masctr iveshcbg loein le nfaclinvevopnscer snes ued anenlazinde 434 524 
Managed. credit impact: os.cs..nccceiacinn nes elas die Ga See ts bee MER eee ene eae a Hem ehe s 4,433 3,636 
Balance Sheet Data 
Average held credit card outstandingsY 2.0... ... icc cece eee eee eee eee eee eee ee eee eee $53,997 $43,435 
Secliritizations IMpact sacncevewsce send scorns yend avin dmc aaysunaa wage eaeeaamin aedaeenrn ewes 5,051 6,861 
Average managed credit card outstandings ................. 0... $59,048 $50,296 
Ending held credit card outstandings) ...... 0... eect e tenet een n beeen enae $58,548 $51,726 
DCCUNILIZAL ONS IMPAct ds. seiadiesgg was dey ah ares sieve gain teas Cea RES Gens Saye aces diane anal ee ae Gob Reve a 2,237 6,903 
Ending managed credit card outstandings ......... 0... $60,785 $58,629 


Credit Quality Statistics 


HE ld! niet Clare eons ey eo gnc niet a sgstuatiodser estan pia ett Rleseesaie dots dednsudaiiin sesbr@ Noe peivataRsee fe adtincdoet wate 8 buasia ate mesa econo $ 3,652 $ 2,305 
Hecuritizations Impact. i. vec vida dasa wade ve se Whaae esas aaguw eek Mae ies Bae Mal halle hata Tae 434 524 
Managed credit card net losses ...... 2... eee nn ne ne nee e tenn nee nenenes $ 4,086 $ 2,829 
Held'net charge-0ff8© ...ccictiniserieceei ai esamsier kee ees Renee ME Rane 6.76% 5.31% 
DSeCULItIZATONS IMPACh: s.slsccw nan ena sede wales Lae SAU bien alae RR Baie Kile Mave as ave ela tea aladeee 0.16 0.31 
Managed credit card net losses... 1... eee eee 6.92% 5.62% 


(1) Held basis is a GAAP measure. 


Strong credit card growth drove Card Services revenue in 2005. Held credit card revenue increased $1.4 billion, or 
19 percent, to $8.9 billion. Contributing to this increase was the $701 million increase in held Net Interest Income, due 
to a $10.6 billion, or 24 percent, increase in average held credit card outstandings. The increase in average held credit 
card outstandings was due to the impact of FleetBoston, increases in purchase volumes, the addition of more than 
5 million new accounts primarily through our branch network and direct marketing programs, and new advances on 
accounts for which previous loan balances were sold to the securitization trusts. 


Also driving Card Services held revenue was an increase in Noninterest Income of $708 million, or 22 percent, in 
2005. The increase resulted from higher merchant discount fees, interchange fees, cash advance fees and late fees. 
Merchant discount fees increased $418 million primarily due to the acquisition of NPC. Interchange fees increased $87 
million mainly due to a $10.4 billion, or 18 percent, increase in consumer credit card purchase volumes. Cash advance 
fees increased $64 million due to higher balance transfers. Late fees increased $62 million in 2005. 
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Held Provision for Credit Losses increased $887 million to $4.0 billion in 2005, driven primarily by higher net 
charge-offs. Consumer card net charge-offs were $3.7 billion, or 6.76 percent in 2005 compared to $2.8 billion, or 5.31 
percent in 2004. Higher credit card net charge-offs were driven by an increase in bankruptcy related charge-offs of $578 
million as card customers “rushed to file” ahead of the new bankruptcy law. Also impacting net charge-offs were organic 
portfolio growth and seasoning, increases effective in 2004 in credit card minimum payment requirements, the impact of 
FleetBoston and new advances on accounts for which previous loan balances were sold to the securitization trusts. We 
estimate that approximately 70 percent of the increased bankruptcy-related charge-offs represent acceleration from 
2006. Excluding bankruptcy-related charge-offs representing acceleration from 2006 and charge-offs associated with the 
2004 changes in credit card minimum payment requirements that were provided for in late 2004, the increased net 
charge-offs were the primary driver of the higher Provision for Credit Losses. In addition, the Provision for Credit Losses 
was impacted by new advances on accounts for which previous loan balances were sold to the securitization trusts, and 
the establishment of reserves in 2005 for additional changes made in late 2005 in credit card minimum payment 
requirements. 


Managed card revenue increased $1.3 billion, or 15 percent, to $9.4 billion in 2005, driven by a $474 million, or nine 
percent, increase in managed Net Interest Income, and a $778 million, or 25 percent increase, in managed Noninterest 
Income. Average managed credit card outstandings were $59.0 billion in 2005 compared to $50.8 billion in 2004. The 
impact of FleetBoston and organic growth drove the increases in 2005. 


Managed consumer credit card net losses were $4.1 billion, or 6.92 percent of total average managed credit card 
loans in 2005, compared to $2.8 billion, or 5.62 percent in 2004. Higher managed credit card net losses were driven by an 
increase in bankruptcy net losses resulting from the change in the bankruptcy law, continued growth and seasoning, 
increases effective in 2004 in credit card minimum payment requirements and the impact of FleetBoston. For more 
information, see Credit Risk Management beginning on page 49. 


Consumer Real Estate 


Consumer Real Estate generates revenue by providing an extensive line of mortgage products and services to 
customers nationwide. Consumer Real Estate products are available to our customers through a retail network of 
personal bankers located in 5,873 banking centers, dedicated sales account executives in over 150 locations and through 
a dedicated sales force offering our customers direct telephone and online access to our products. Additionally, we serve 
our customers through a partnership with more than 6,600 mortgage brokers in 49 states. The mortgage product 
offerings for home purchase and refinancing needs include fixed and adjustable rate loans, and home equity lines of 
credit. To manage this portfolio, these products are either sold into the secondary mortgage market to investors while 
retaining Bank of America customer relationships or are held on our balance sheet for ALM purposes. 


Consumer Real Estate is managed with a focus on its two primary businesses, first mortgage and home equity. The 
first mortgage business includes the origination, fulfillment and servicing of first mortgage loan products. Servicing 
activities primarily include collecting cash for principal, interest and escrow payments from borrowers, and accounting 
for and remitting principal and interest payments to investors. Servicing income includes ancillary income derived in 
connection with these activities, such as late fees. The home equity business includes lines of credit and second 
mortgages. These two businesses provide us with a business model that meets customer real estate borrowing needs in 
various interest rate cycles. 


Total revenue for the Consumer Real Estate business increased $558 million to $3.2 billion in 2005. The following 
table shows the Global Consumer and Small Business Banking revenue components of the Consumer Real Estate 
business. 


Consumer Real Estate Revenue 


(Dollars in millions) 2005 2004 
Net Interest Income 
OMG CQUIbY x sric tesco Hs ays elds Koide Hd ae dee nis a REL ae emda PEdias bee ie daoalee wes $1,340 $1,108 
Residential first mortgage’ xs die. seis g's saise essa edie Saal gens doy of ise ud dos ea gh} dopa Alea. werd dep lado eb ale 806 = 1,140 
NGt INFENESE INCOME ac8.b<. co sc-Sdaav are saya Ss. skh al wade E BiSa wR SHS TIRANA E Sia vdnY Suge Gels PAWELa GT sieeeoad Goad dea 2,146 2,248 
Mortgage banking income)... 652.4258 6 a8 seo Gs desis oO OOS ORED EW ERDELEE OE OREIEE WE SRERER WE SUC 1,012 589 
TRACING ACCOUNMPLOMtS:, 6 xx pie fave. diecs atyonanadic ae BranGkig-< PAE AOR Sain dens TOMAR BA IRR cue ea AES RE Ape _ (349) 
C78] oY =) lal 3610 100 = Sea nae a een Pa Pe a aR 66 178 
Total consumer real estate revenue ..........0... 0000s $3,224 $2,666 


(1) For more information, see the following Mortgage Banking Income table. 
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Net Interest Income decreased $102 million primarily driven by the impact of spread compression due to flattening 
of the yield curve and the $2.3 billion decrease in average residential first mortgage balances. This decrease was 
partially offset by higher average balances in the home equity portfolio, which grew $11.2 billion, or 31 percent, to $47.7 
billion which was attributable to account growth and larger line sizes resulting from enhanced product offerings, the 
expanding home equity market and the impact of FleetBoston. 


In 2005, home equity average balances across all business lines grew $18.8 billion, or 42 percent, to $63.9 billion and 
home equity production improved $15.3 billion, or 27 percent, to $72.0 billion compared to 2004. 


In 2005, there were no Trading Account Profits compared to a loss of $349 million in 2004, related to the 
Certificates. Effective June 1, 2004, the Certificates were converted to MSRs. Prior to the conversion, changes in the 
value of the Certificates, MSRs and derivatives used for risk management were recognized as Trading Account Profits. 
In 2004, Trading Account Profits included $342 million of downward adjustments for changes to valuation assumptions 
and prepayment adjustments. 


Mortgage Banking Income increased $423 million to $1.0 billion in 2005. The following summarizes the components 
of Mortgage Banking Income which include production income from loans sold in the secondary market and servicing 
income that reflects the performance of the servicing portfolio. 


Mortgage Banking Income 


(Dollars in millions) 2005 2004 
PROGUGEON INCOME O): 5,05. Seiad cetennrsin sto Sete Muctbia end cts seb arntcehog fans Masernig bi Bcttnun stn tbe Sete thera tang atsseater mucin Seng Ahvotniistiiee $ 674 $765 
Servicing income: 
Servicing fees and ancillary income ........... 0... cece eee cece eee e eee e eens 848 615 
Amortization. of MSRS' te4:5iscnca dace beeen sd CAG SHEARER SERRE A Tea OG Sead Hane (618) (345) 
Gains on: sales:of MSRSt.q ias.<icecssts ected ela tvonq ines seihoetardstidun oe alargroglwikatsateGane caubeR Acgtdhaip caused afaatevershsteana Aug letbna aedes 14 _ 
Net MSR and SFAS 133 derivative hedge adjustments? ........ 0.0. ccc ccc cence eens 167 18 
Losses on derivatives?) 0.0... nnn eee n een e eee e eee e eee e eee (15) (1) 
Impairment of MSRS) s.5.365. 540005 Gagdea cee eaGhu de Seaaea deeds ewRe Soave ee Se aveds eeaa vedas edad (63) (463) 
Total Net Servicing MCOMIES fi5.65.0 Sig mueis enti cerecatereucrbd ang vein cite S cdvecnieie wished ig. duaa ete bekenaiontudebeg dang teimusubiwon 338 (176) 
Total mortgage banking income® ............... 0.00.0 c cece cee cece eee een $1,012 589 


(1) Includes $(14) million and $2 million related to hedge ineffectiveness of cash flow hedges on our mortgage warehouse for 2005 and 
2004. 

(2) Represents derivative hedge losses of $124 million under SFAS 133, offset by an increase in the value of the MSRs of $291 million 
for 2005, and derivative hedge gains of $228 million offset by a decrease in the value of the MSRs of $210 million for 2004. For 
additional information on MSRs, see Note 9 of the Consolidated Financial Statements. 

(3) Net losses on derivatives used as economic hedges of MSRs not designated as SFAS 133 hedges. 

(4) Includes revenue for mortgage services provided to other segments that are eliminated in consolidation (in All Other) of $207 
million and $175 million for 2005 and 2004. 


Production for residential first mortgages, within Global Consumer and Small Business Banking, was $74.7 billion 
in 2005 compared to $80.2 billion in 2004, a decrease of seven percent. In 2005, production income decreased $91 million 
to $674 million due to lower production volume and margin compression. The volume reduction resulted in lower loan 
sales to the secondary market in 2005 of $65.1 billion, an eight percent decrease from 2004. 


Across all segments, residential first mortgage production was $86.8 billion in 2005 compared to $87.5 billion in 
2004. Of the volume across all segments during 2005, $60.3 billion was originated through retail channels, and $26.5 
billion was originated through the wholesale channel. This compares to $57.6 billion and $30.0 billion during 2004. 
Refinance activity in 2005 was approximately 49 percent of the production compared to 57 percent in 2004. 


The Consumer Real Estate servicing portfolio includes originated and retained residential mortgages, loans serviced 
for others and home equity loans. The servicing portfolio at December 31, 2005 was $368.4 billion, $35.9 billion higher 
than December 31, 2004, driven primarily by production, home equity account growth and lower prepayment rates. 


Net servicing income rose $514 million in 2005, primarily driven by a $400 million decrease in impairment of MSRs. 
Impairment charges in 2004 included a $261 million adjustment for changes in valuation assumptions and prepayment 
adjustments to align with changing market conditions and customer behavioral trends. 
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As of December 31, 2005, the MSR balance was $2.7 billion, an increase of $300 million, or 13 percent, from 
December 31, 2004. This value represented 122 bps of the related unpaid principal balance, a three percent increase 
from December 31, 2004. The following table outlines our MSR statistical information: 


Consumer Real Estate Mortgage Servicing Rights 


December 31 


(Dollars in millions) 2005 2004 
MSR data: 
Balance i202. Maio then be nS eA Shak Mead Bagg sobs de alae Stee uaa Blew $ 2,658 $ 2,358 
Capitalization Valle: 4.6.35 a een ecae age te ee tas O46 eee De RT eee AT eee eEe 1.22% 1.19% 
Unpaid balance?) oor.5 cov cannes eno ssa eden the hae nan WEN dale aneeaie de $218,172 $197,795 
Number of customers (in thousands) .......... 0.0: c cece cece cece cece eee ene eee 1,619 1,582 


(1) Excludes MSRs in Global Capital Markets and Investment Banking at December 31, 2005 and 2004 of $148 million and $123 
million. 
(2) Represents the portion of our servicing portfolio for which a MSR asset has been recorded. 


MSRs are accounted for at the lower of cost or market with impairment recognized as a reduction to Mortgage 
Banking Income. A combination of derivatives and AFS securities (e.g. mortgage-backed securities) is utilized to hedge 
the changes in value associated with the MSRs. At December 31, 2005, $2.3 billion of MSRs were hedged using a SFAS 
133 strategy and $250 million of MSRs were economically hedged using AFS securities. During 2005, Net Interest 
Income included $18 million on these AFS securities. At December 31, 2005, the unrealized loss on AFS securities used 
to economically hedge the MSRs was $29 million compared to an unrealized gain of $21 million at December 31, 2004. 
For more information on MSRs, see Notes 1 and 9 of the Consolidated Financial Statements. 


Consumer Deposit and Debit Products 


Consumer Deposit and Debit Products provides a comprehensive range of products to consumers and small 
businesses. Our products include traditional savings accounts, money market savings accounts, CDs and IRAs, regular 
and interest-checking accounts, debit cards and a variety of business checking options. 


In 2005, we added approximately 2.3 million net new retail checking accounts and 1.9 million net new retail savings 
accounts. This growth resulted from continued improvement in sales and service results in the Banking Center Channel, 
the introduction of new products, the addition of 99 new stores and the impact of FleetBoston. In the FleetBoston 
franchise, we opened 431,000 net new retail checking and 348,000 net new retail savings accounts since the FleetBoston 
Merger on April 1, 2004. 


Consumer deposit products provide a relatively stable and inexpensive source of liquidity. We earn net interest 
spread revenues from investing this liquidity in earning assets through client facing lending activity and our ALM 
process. The revenue streams from these activities are allocated to our deposit products using our funds transfer pricing 
process which takes into account the interest rates and maturity characteristics of the deposits. Deposits also generate 
account fees while debit cards generate interchange income. The following table shows the components of Total Revenue 
for Consumer Deposit and Debit Products. 


Consumer Deposit and Debit Products Revenue 


(Dollars in millions) 2005 2004 
Net interest incomie <5. ops ovecerd y saseas sew sdere benene ay ieee pehbas Here Pe $ 8,380 $ 6,982 
Deposit Service charges. .c.cctseieciiad tenes Geka g Mae Gee dewaageaed Menasduwes ge 4,986 4,321 
Debit: Card IMCOMeE? 5.433.238: arse avneniereiwnaeeni an Moshe e seen aiel OL ee eo Tes 4 1,629 1,232 
Total nonmterestincome: .is.i.06 ccc engeasiawns we uaane hada dae edged oe aragneeanwe. ses 6,615 5,553 
Total deposit and debit revenue .................. 0.00. $14,995 $12,535 


Total deposit and debit revenue grew $2.5 billion, or 20 percent, in 2005. Driving this growth was an increase of $1.4 
billion, or 20 percent, in Net Interest Income resulting from higher levels of deposits. Also impacting the growth in Net 
Interest Income was our pricing strategy and the positive impact of the FleetBoston Merger. 


Deposit service charges increased $665 million, or 15 percent, in 2005. The increase was primarily due to the growth 
of new accounts across our franchise and the impact of the FleetBoston Merger. 
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Debit card income, which is included in Card Income on the Consolidated Statement of Income, increased $397 
million, or 32 percent, in 2005. Driving the increase was growth in transaction activity as purchase volumes increased 29 
percent due to new accounts, growth in average ticket size and the positive impact of the FleetBoston Merger, as well as 
higher interchange rates on debit card transactions. 


Global Business and Financial Services 


Global Business and Financial Services serves mid-sized domestic and international business clients providing 
financial services, specialized industry expertise and local delivery through a global team of client managers and a 
variety of businesses including Global Treasury Services, Middle Market Banking, Business Banking, Commercial Real 
Estate Banking, Leasing, Business Capital, and Dealer Financial Services. It also includes our businesses in Latin 
America. During the third quarter of 2005, our operations in Mexico were realigned and are now included in the results 
of Global Business and Financial Services, rather than Global Capital Markets and Investment Banking. Also during the 
third quarter of 2005, we announced the future combination of Global Business and Financial Services and Global 
Capital Markets and Investment Banking that was effective on January 1, 2006. This new segment is called Global 
Corporate and Investment Banking. 


Global Treasury Services provides integrated working capital management and treasury solutions to clients across 
the U.S. and 50 countries through our network of proprietary offices and clearing arrangements with other financial 
institutions. Our clients include multinationals, middle-market companies, correspondent banks, commercial real estate 
firms and governments. Our services include treasury management, trade finance, foreign exchange, short-term credit 
facilities and short-term investing. The revenues and operating results are reflected in this segment as well as Global 
Consumer and Small Business Banking and Global Capital Markets and Investment Banking, based upon where 
customers and clients are serviced. 


Middle Market Banking provides commercial lending, treasury management products, investment banking, capital 
markets, and insurance services to middle-market companies across the U.S. 


Business Banking offers our client-managed small business customers a variety of business solutions to grow and 
manage their businesses. Products and services include a wide range of credit and treasury management solutions, 
advisory services such as merchant services, card products, payroll and employee benefits. 


Commercial Real Estate Banking, with offices in more than 60 cities across the U.S., provides project financing and 
treasury management solutions to private developers, homebuilders and commercial real estate firms. This business also 
includes community development banking, which provides lending and investing services to low- and moderate-income 
communities. 


Leasing provides leasing solutions to small businesses, middle-market and large corporations in the U.S. and 
internationally, offering expertise in the municipal, corporate aircraft, healthcare and vendor markets. 


Business Capital provides asset-based lending financing solutions that are customized to meet the capital needs of 
our clients by leveraging their assets on a primarily secured basis in the U.S., Canada and European markets. 


Dealer Financial Services provides indirect and direct lending and investing services, including floor plan programs 
and consumer financing for marine, recreational vehicle and auto dealerships through more than 10,000 dealer clients 
across the U.S. 


Latin America includes our full-service Latin American operations in Brazil, Chile, Argentina, and Uruguay, and 
our commercial and wealth and investment management operations in Mexico. These businesses primarily service 
indigenous and multinational corporations, small businesses and affluent consumers. On October 13, 2005, we 
announced an agreement to sell our asset management business in Mexico with $1.8 billion of assets under management 
to an entity in which we have a 24.9 percent investment. The sale will be completed in 2006. In December 2005, we 
entered into a definitive agreement for the sale of BankBoston Argentina assets and assumption of liabilities. The 
transaction is subject to obtaining all necessary regulatory approvals. For more information on our Latin American 
operations, see Foreign Portfolio beginning on page 56. 
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Global Business and Financial Services 


(Dollars in millions) 2005 2004 
Net: interest:income (FTE: basis) ccs ives wea led cae eda tee ke Seep clina Maw pete wee ead Sae soe $ 7,788 $ 6,534 
Noninterest income: 
DCFVICE CHALBES spc hte deste restates dust aresadh Gucibaaaedon sis eid aabeiers ayapraretdon-hindid dupiedaan Gale netedcaed bib. auboatae 1,469 1,287 
Investment and brokerage serviceS ......... 0. eee eee eee eee e eens eee e eee 221 168 
PO CEH TIMCOTIAC Ysa deh aol ds octet drt cdi ols det Peo. fd eek od co gcecet ta ddan keka leben, PROS 1,682 1,262 
Total noninterest MCOME: 3.50000 se siewsed Cao iente sa ehadade ahora oe geemahedpacees eed 3,372 217 
Total reventie (PTE basis): ss sn65ocscc22 eidere doshey faa Ge eee ee nese eea de ee 11,160 9,251 
Provision for Credit: LOSSES oh. sanding earaahad ae ponte cae < yaaa ODS be aGeache SAG ODS PRG aUhS coe RE OES (49) (442) 
Gains on:sales-0f debt: Securities) ese josie woece ts ax doetv's winds Saale Mea o eailore eled ANd gud wise ed wR war's we Uae wes 146 — 
INOMINGEPEST EX DENS 5.5 5c Sys ed. Sid 5 Ss ta $e Seed hidgecdetns seca icg Soe i ate a hee G0 wea. Gog dyin a Rady Gosh wea Bre 4,162 3,598 
Income: before INCOME TASS: 2.5/2 aidi.d syne eiraameaud gw ended signded wid wtb e werent ane a ated ane Sender 7,193 6,095 
Income taxcexpensess i635 esc asdes orrigdnhe rene seaal cae apa eed eee pee hea ee A 2,631 2,251 
INGE THCOME ® y 393 555552 pieces bddse wie Se Ree Re AR Eis re SiS AN ARe RRS Ries SORE Oe es $ 4,562 $ 3,844 
Shareholder value-added. sie edgesie dea declecd sade meine de esaielace eubwomdg adr sdve aotagacdisubenesdig gerd Moa dere ee $ 1,486 $ 1,297 
Net interest yield (FTE: basis): 5... c.4 ca sccas vee ecu ead yw ds ge eee aye ea ye dee eel Gea ae oa 4.05% 4.06% 
Return: on: average: equity’ sisi ecsrs dos eaciece's als ee eee eee Ravers each ed ecg aoe apap kw eee ee een ale 15.63 15.89 
Efficiency ratio (FTE: basis) 20 sccccs. cbs neds Se edie s Sa eam ay ped eee dae ee Rede ees eee dee eae Ow ar 37.29 388.90 
Average: 
Total loansiand J6ASES: «oie. o4 cco oad ig wd aes 44 Wied eed ae eee eile $180,557 $151,725 
Total assets «3 o4iearc4 sand bad cdiaeeddvigedaddunecheobbnciehinewadsacess 222,584 184,771 
Total déposits’ «2 cn3e0eree Soa Moe agee See eket dwt odaaeas abe ee ened 106,951 93,254 
Common equity/Allocated equity ........ 0... ccc ccc teen n eens 29,182 24,193 
Year end: 
Total loans and leases ........ 0. ccc cc eee ent teen e ene enes 192,532 170,698 
020 el rs 1-12) <) 6: ee nm gn a 237,679 214,045 
Total deposits’ «.23.ccu¥ooe2 esd < Mes esd ee Saas eae saree bead sees 114,241 107,838 


Net Interest Income increased $1.3 billion, or 19 percent in 2005. The increase was largely due to growth in 
commercial loans and leases, deposit balances, and the impact of FleetBoston earning assets offset by spread 
compression driven by a flattening yield curve. Average outstanding Loans and Leases increased $28.8 billion, or 19 
percent, in 2005 due to loan growth in Middle Market Banking, Dealer Financial Services (primarily due to consumer 
bulk purchases), Commercial Real Estate Banking, Leasing and Business Banking. Average commercial deposits, which 
are a lower cost source of funding, increased $13.7 billion, or 15 percent, in 2005, driven by deposit growth in Middle 
Market Banking, Business Banking, Latin America and Commercial Real Estate Banking. 


Noninterest Income increased $655 million, or 24 percent, in 2005. The increase was driven by a $420 million 
increase in other noninterest income to $1.7 billion, primarily due to the FleetBoston Merger and gains on early lease 
terminations. Higher Service Charges impacted the increase in Noninterest Income, primarily driven by the FleetBoston 
Merger. 


The Provision for Credit Losses increased $393 million to negative $49 million in 2005 compared to negative $442 
million in 2004. The negative provision reflects continued improvement in commercial credit quality although at a 
slower rate than experienced in 2004. An improved risk profile in Latin America and reduced uncertainties resulting 
from the completion of credit-related integration activities for FleetBoston also contributed to the negative provision. For 
more information, see Credit Risk Management beginning on page 49. 


Noninterest Expense increased $564 million, or 16 percent. The increase was primarily due to higher Personnel 
expense as a result of increased performance based incentive compensation, higher processing costs and the FleetBoston 
Merger. 


Global Capital Markets and Investment Banking 


Our strategy is to align our resources with sectors where we can deliver value-added financial solutions to our issuer 
and investor clients. This segment provides a broad range of financial services to large corporate domestic and 
international clients, financial institutions, and government entities. It also provides significant resources and 
capabilities to our investor clients providing them with financial solutions as well as allowing greater access to market 
liquidity and risk management capabilities through various distribution channels. Clients are supported through offices 
in 27 countries that are divided into three distinct geographic regions: U.S. and Canada; Asia; and Europe, Middle East 
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and Africa. Our products and services include loan originations, mergers and acquisitions advisory, debt and equity 
underwriting, distribution and trading, cash management, derivatives, foreign exchange, leveraged finance, structured 
finance and trade services. During the third quarter of 2005, our operations in Mexico were realigned and are now 
included in the results of Global Business and Financial Services, rather than Global Capital Markets and Investment 
Banking. Also during the third quarter of 2005, we announced the future combination of Global Business and Financial 
Services and Global Capital Markets and Investment Banking that was effective on January 1, 2006. This new segment 
is called Global Corporate and Investment Banking. 


During the fourth quarter of 2004, we announced a strategic initiative to invest approximately $675 million in 
Global Capital Markets and Investment Banking to expand on opportunities in the business’s platform. These 
investments were primarily focused on expanding our fixed income activities with both the issuer and investor client 
sectors. As of December 31, 2005, approximately 80 percent of this investment had been invested on personnel, 
technology and other infrastructure costs, which are all in various phases of execution. We remain committed to the 
build out of this business and believe that in time we will be well-positioned in the markets where we choose to compete. 


This segment offers clients a comprehensive range of global capabilities through the following three financial 
services: Global Investment Banking, Global Credit Products and Global Treasury Services. 


Global Investment Banking is comprised of Corporate and Investment Banking, and Global Capital Markets. Global 
Investment Banking underwrites and makes markets in equity and equity-linked securities, high-grade and high-yield 
corporate debt securities, commercial paper, and mortgage-backed and asset-backed securities. We also provide debt and 
equity securities research, loan syndications, mergers and acquisitions advisory services, and private placements. 
Further, we provide risk management solutions for customers using interest rate, equity, credit and commodity 
derivatives, foreign exchange, fixed income and mortgage-related products. In support of these activities, the businesses 
may take positions in these products and participate in market-making activities. The Global Investment Banking 
business is a primary dealer in the U.S. and in several international locations. 


Global Credit Products provides credit and lending services for our corporate clients and institutional investors. 
Global Credit Products is also responsible for actively managing loan and counterparty risk in our large corporate 
portfolio using risk mitigation techniques including credit default swaps (CDS). 


Global Treasury Services provides the technology, strategies and integrated solutions to help financial institutions, 
government agencies and corporate clients manage their cash flows. For additional information on Global Treasury 
Services, see Global Business and Financial Services on page 34. 
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Global Capital Markets and Investment Banking 


(Dollars in millions) 2005 2004 
Net interest income (FTE basis): 
COPE HEE INTETESE INCOME: $63.5 s:deensg Pig Rd ee Ow Patectna be AR BR Rien BA eae ene $ 1,854 $ 2,019 
Trading-related net interest income .......... 0... c cect eens 1,444 2,039 
Total net interest income ...... 6... cece ett t eee nenes 3,298 4,058 
Noninterest income: 
Service charges: «0. ccscioaelae sce eee Make bek eee de ded Gas Dees ner 1,146 1,287 
Investment and brokerage services ......... 0... c cece eee eee eee eens 806 705 
Investment banking income ............. 0. ccc cece nent n eens 1,749 1,783 
Trading account profits ...... 0... ccc tnt net e teenies 1,664 1,023 
AllotheF INCOME: 23.0606 Said’ Sache das Rhea SES Kawai RRR ae Eee ee A 346 190 
Total noninterest income ........ 0... cette tee tenn nee 5,711 4,988 
Total. revenue(PTE basis): ii44.63-c00e abner deca dbbeact ve abaneeeteobersaens 9,009 9,046 
Provision for credit losseS ... 6. eee nee teen teen tenn nen (244) (445) 
Gains (losses) on sales of debt securities .......... 0.0. cece cece eee n eens 117 (10) 
Noninterest expense ........ 0... ccc cee nent ne nee nent ene eenes 6,678 6,581 
Income before income taxeS ...... 0... cc eee eee en eee tne tenn nee eens 2,692 2,900 
Incomeé:taX expense... eo eedneihis dears cee ere dad ewaGuasg an eee e da alana gee aces 956 976 
Net IncOMe® 3.23.3 c.c.0o Ging os hi ww esd RES we sess ohn CMa «dale $ 1,736 $ 1,924 
Shareholder value added .......... 0. ccc ccc ccc cece cence ete e eee nee nnes $ 642 $ 873 
Net interest yield (FTE basis) ........... 0. ccc ccc ene t ete teen ee nene 0.92% 1.47% 
Rettirn: on average CqQuity x sc0cc5 ceeded daa nel eee seve heen RA EEEE ES ae pedo’ 16.73 19.34 
Efficiency ratio (ETE. basis) vanisceen asia eeeden bisa ae aaa ete peneee oebae eee ed 74.13 72.76 
Average: 
Total loans and leases ........ 0. ccc cc cece ce eee eee een ence eeneeenes $ 34,353 $ 33,891 
Trading-related earning assetS ............ cece cece teen cnet eee eens 299,374 227,230 
MOG ASSCUS! «shed apd cicero pede oecice Sok cB gs Gea Asuna ered aeths eDae Gee aie 410,979 321,743 
i No rz cs 2) 06) o9 8 ne aoe 84,979 74,738 
Common equity/Allocated equity ..... 0... cece cece cette ene eens 10,372 9,946 
Period end: 
Total loans) atid IEaS@S ws ssid 5, s-rseere eG eackd eae sin eG Garena ORE Renae HA amen ee 40,213 33,387 
Trading-related earning assetS ........ 0. cee eee eee teen eee ene neeee 282,456 189,596 
Total: aSSets ssc vache rena unds RG ORE ane ee AD nko halerde AR OE S.O RG ae etd 395,900 303,897 
Total deposits: s .0c020i.c605 6s aed dace ede bisa deua bee deend ieee saanie ss 86,144 76,986 


Net Interest Income declined $760 million, or 19 percent, in 2005. Driving the decrease was lower trading-related 
Net Interest Income of $595 million, or 29 percent. Despite the growth in average trading-related earning assets of $70.9 
billion, or 33 percent, the contribution to Net Interest Income decreased due to a flattening yield curve. In 2005, core net 
interest income decreased $165 million to $1.9 billion primarily due to spread compression. Average Deposits increased 
$10.2 billion, or 14 percent, due to higher foreign deposits and escrow balances. 


Noninterest Income increased $723 million, or 14 percent, in 2005. Driving the increase were higher Trading 
Account Profits of $641 million, Equity Investment Gains (included in all other income) of $123 million and Investment 
and Brokerage Services of $101 million. The increase in Trading Account Profits was due to growth in average trading- 
related earning assets as a result of increased client activity as we continued to invest in the business. These increases 
were partially offset by declines in Service Charges of $141 million due to effects of rising earnings credits on balances 
required for services and lower Investment Banking Income of $34 million. 


Provision for Credit Losses increased $201 million to negative $244 million in 2005, compared to negative $445 
million in 2004, driven by a slower rate of improvement in commercial credit quality. Net charge-offs declined $245 
million from the prior year, driven partially by increased recoveries. For more information, see Credit Risk Management 
beginning on page 49. 


Noninterest Expense remained relatively unchanged in 2005. Other general operating expense decreased primarily 
due to the segment’s share of the mutual fund settlement and other litigation reserves recorded in 2004. This decrease 
was offset by higher Personnel expense, including costs associated with the strategic initiative. 
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Trading-related revenue and equity commissions, both key measures reviewed by management, are presented in the 
following table. 


Trading-related Revenue and Equity Commissions 


(Dollars in millions) 2005 2004 
Trading-related net interest income 1.0... . 0 cece etn ete t nee eaes $1,444 $2,039 
Trading account: profits?) 2c c0ccecacegead stl d pee oere ein bbe sdade apne eneveewaoeees 3 1,664 1,023 
Total trading-related revenue® ...........0.0 00. ete n eens 3,108 3,062 
Equity commissions) .... ee ee ecaw teow de eee ad eee Gee Ee ees CE eo EES URS S ee 794 667 
Total trading-related revenue and equity commissions .................... $3,902 $3,729 


Trading-related Revenue by Product and Equity Commissions 


Pixed In Comes gepiiee Gils ar-ceahinso deste die a lode a ayes ed a RE NEE eae dam ae $1,054 $1,547 
Tniherest Tate os ses, aice ais Sia: ead 4 ded ecdiires du susbu bites dbcerine flaw adacendile e vicgpal,dudybudtibna ir ar olabedtc ede a ceseoasiadpaudeduades andes ee 7167 667 
Foreign exchang@::..44.2.i00 seb beGndeoe sak wee nen ekdabedtGaedesnemeeedbuneaetas 744 752 
Equities and equity commissions ......... 0... c ccc tence ete eee teen eens 1,201 862 
COMMOGILIES 25 one-da de goss ata s Sims node es aoe hde wee ehde tas ne hdd eeeeeees eed 87 45 
Market-based trading-related revenue and equity commissions ................ 3,853 3,873 

Credit portfolio hedges® . 00.0... eee neen ene n eee ene e eee eee neeaee 49 (144) 
Total trading-related revenue and equity commissions”? ................... $3,902 $3,729 


(1) FTE basis 

(2) Total corporate Trading Account Profits were $1,812 million and $869 million in 2005 and 2004. Total corporate trading-related 
revenue was $3,256 million and $2,908 million in 2005 and 2004. 

(3) Equity commissions are included in Investment and Brokerage Services in the Consolidated Statement of Income. 

(4) Includes CDS and related products used for credit risk management. For additional information on CDS, see Concentrations of 
Commercial Credit Risk beginning on page 53. 


In 2005, market-based trading-related revenue was $3.9 billion, relatively unchanged from the prior year. Fixed 
income revenue decreased $493 million due to increased spread volatility in certain industries and lack of investor 
demand. Offsetting this decline were increases in equities and equity commissions, interest rate-related revenues and 
commodities. Trading-related revenue from equities and equity commissions increased $339 million due to higher 
customer activity and the absence of net losses on a stock position that occurred in 2004. Interest rate-related revenues 
increased $100 million primarily related to higher sales activity. In 2005, commodities revenue increased $42 million as 
the prior year included losses related to positions in gas and jet fuel. 


Total trading-related revenue and equity commissions included net gains of $49 million associated with credit 
portfolio hedges, an improvement of $193 million from 2004. The improvement was primarily due to widening of spreads 
on CDS in certain industries. 


The following table presents the detail of Investment Banking Income within the segment. 


Investment Banking Income 


(Dollars in millions) 2005 2004 
Securities underwriting .......... 00. ccc ccc nett nett nee n eens $ 787 $ 920 
PV TLGLGAGIONNS ot. is Shor cesa eda seidu dbo h ceseac asa eae 0 wa nbwteeicd cho Rolentraee tarot dutiie, dra lend baad cehaes 528 521 
Advisory Services «2 ..i04%o03 600050 84d400 da bivmdees Mhaeeiwlaaegeaee begun os 409 310 
OGRE So siete sis acn des te 4 AAR SAR eas brn done a ard aaa A Ra eee ed eae ORI d Relat s 25 32 
Total investment banking income™ ................. 000 cc eee eens $1,749 $1,783 


(1) Investment Banking Income recorded in other business units in 2005 and 2004 was $107 million and $103 million. 

Investment Banking Income decreased $34 million, or two percent, in 2005. The decrease was due primarily to a 
decline in securities underwriting as the overall market contracted and private placement activity declined. This decline 
was partially offset by market share gains in certain debt issuance markets and higher advisory services income due to 
increased merger and advisory activity. 


Global Wealth and Investment Management 


This segment provides tailored investment services to individual and institutional clients in various stages and 
economic cycles. Our clients are offered specific products and services based on their needs through five major 
businesses: Premier Banking and Investments (PB&I), The Private Bank, Family Wealth Advisors (FWA), Columbia 
Management Group (Columbia) and Other Services. 
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PB&I includes Banc of America Investments (BAD), our full-service retail brokerage business and our Premier 
Banking channel. PB&I brings personalized banking and investment expertise through priority service with client- 
dedicated teams. PB&I provides a high-touch client experience through a network of more than 2,100 client managers to 
our affluent customers with a personal wealth profile that includes investable assets plus a mortgage that exceeds 
$250,000 or they have at least $100,000 of investable assets. BAI is the third largest bank-owned brokerage company in 
the U.S. with $151 billion in client assets. BAI serves approximately 1.6 million accounts through a network of 
approximately 1,895 financial advisors throughout the U.S. 


The Private Bank provides integrated wealth management solutions to high-net-worth individuals, middle market 
institutions and charitable organizations with investable assets greater than $3 million. Services include investment, 
trust, banking and lending services as well as specialty asset management services (oil and gas, real estate, farm and 
ranch, timberland, private businesses and tax advisory). 


FWA at the Private Bank is designed to serve the needs of ultra high-net-worth individuals and families. This new 
business provides a higher level of contact and tailored service and wealth management solutions that address the 
complex needs of clients with investable assets greater than $50 million. FWA was rolled out during the first quarter of 
2005. 


Columbia is an asset management organization primarily serving the needs of institutional customers. Columbia 
provides asset management services, liquidity strategies and separate accounts. Columbia also provides mutual funds 
offering a full range of investment styles across an array of products including equities, fixed income (taxable and 
nontaxable) and cash products (taxable and nontaxable). In addition to servicing institutional clients, Columbia 
distributes its products and services to individuals through The Private Bank, PB&I, FWA and nonproprietary channels 
including other brokerage firms. 


Other Services include the Investment Services Group, which provides products and services from traditional capital 
markets products to alternative investments and Banc of America Specialist, a New York Stock Exchange market- 
maker. 


Global Wealth and Investment Management 


(Dollars in millions) 2005 2004 
Net interest income (FTE basis) ........ 0.00. ccc cece cece cece cece eee e eas $ 3,770 $ 2,869 
Noninterest income: 
Investment and brokerage services ........... 0. ccc eee eee cece eee eee 3,122 2,728 
All other income: 2.) 664.08 6h beh ate ned bbe He GSE 501 ___ 336 
Total noninterest INCOME: <.0.5.4-60-06-o0e0 Oh b4e sree cad eee Sed eee 3,623 3,064 
Total revenue (FTE basis) ....... 0.0000 ccc cece cee e teen eens 7,393 5,933 
Provision for credit. loSs@S: sos g5 44% Acoso bined e ee eke 4a hee Ra ONES ae (5) (20) 
Noninterest: CxXpenis@., i.3.i.iccciusa sa cscectce oo ig a dk dnaueuds @iboabon Duaene a Ordre dude earesao acd 3,672 3,431 
Income before income taxeS ........ 0... cece cee tenet eens 3,726 2,522 
Income tax expense icici seaweed ey Coeds ode po ROE EE eee RES Ea EES 1,338 917 
NGt TRGCOMGE: 2.6.5:56.4 86a ath bah eae bose ee eae $ 2,388 $ 1,605 
Shareholder valué added ios. 0's bts od odcewa weds oe eels sed esbeeaee a daeles $ 1,337 $ 754 
Net interest yield (FTE basis)............ 00. c cece cece eens 3.21% 3.36% 
Return on average equity .......... cee eee ccc een teen ee ees 23.34 19.35 
Efficiency ratio (FTE basis) ........ 0... ccc ccc eeeee ee eee eeeeae 49.66 57.83 
Average: 
Total loans and leases ........ 0... cc cence nee $ 54,021 $ 44,057 
TOGALASSCUS! ate. sue scesertre la: seave duan 2s4-2.8 Suen feet oealendne Rare Danae ees 125,289 91,889 
Total deposits...: 0 c40%s4-05 509 Bedds Laddaa dade eee elsaaaens 115,301 83,053 
Common equity/Allocated equity .......... cece eee cece e eee eee 10,232 8,296 
Year end: 
Total loans and leases ....... 0... ccc eect nnn 58,277 49,783 
TOtaliASSEUS® Gece 4 sSeavate bb taaah Siew, bie aoe aoe ahech doen Mahe aee aces 127,156 122,587 
Total Ceposits ss.c0ccce sac acct echce clase stand dnaududiechdeacac sls 2cavtae andoa abs. dudwhbeddong dette 113,389 111,107 


Net Interest Income increased $901 million, or 31 percent, in 2005. This increase was due to growth in deposits and 
loans in PB&I and The Private Bank. Average Deposits increased $32.2 billion, or 39 percent, in 2005 primarily due to 
the migration of $28.1 billion of account balances from Global Consumer and Small Business Banking to PB&I, and 
organic growth in PB&I and The Private Bank. Average Loans and Leases increased $10.0 billion, or 23 percent, due to 
higher loan volume in PB&I and The Private Bank. The secondary driver of the increase in Average Deposits, and Loans 
and Leases was the impact of the FleetBoston portfolio. 
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Noninterest Income increased $559 million, or 18 percent, in 2005. Noninterest Income consists primarily of 
Investment and Brokerage Services, which represents fees earned on client assets and brokerage commissions. The 
Investment and Brokerage Services revenue increase in 2005, compared to 2004, was mainly due to the impact of 
FleetBoston. 


Client Assets 
December 31 
(Dollars in billions) 2005 2004 
Assets under management ......... 0.0 cee ccc ence nee nen een eee ee enes $482.4 $451.5 
Client: brokerageassets: ai) sasicieisutinotent-oesy ac8-taiece Sse au aceaen arte eta gaudnahnats 161.7 149.9 
Assets ‘in Custody si cesd aces cea bade Ue eee ead wee GH 4 tele deka aM ears 94.2 107.0 
Total client assets .........00 0.00. tence eee n ee nene $738.3 $708.4 


Total client assets increased $29.9 billion, or four percent, in 2005. This increase was due to the $30.9 billion 
increase in assets under management in 2005, which was driven by net inflows primarily in short-term money market 
assets and an increase in overall market valuations. Assets under management generate fees based on a percentage of 
their market value. They consist largely of mutual funds and separate accounts, which are comprised of taxable and 
nontaxable money market products, equities, and taxable and nontaxable fixed income securities. 


Noninterest Expense increased $241 million, or seven percent, in 2005. The increase was due primarily to increased 
Personnel expenses driven by PB&I growth in the Northeast and the impact of FleetBoston. This increase was partially 
offset by lower other general operating expenses due to the segment’s share of the mutual fund settlement recorded in 
2004. 


All Other 
Included in All Other are our Equity Investments businesses, and Other. 


Equity Investments include Principal Investing and corporate investments. Principal Investing is comprised of a 
diversified portfolio of investments in privately-held and publicly-traded companies at all stages of their life cycle from 
start-up to buyout. Corporate investments include CCB, Grupo Financiero Santander Serfin and various other 
investments. 


Other includes the residual impact of the allowance for credit losses process, Merger and Restructuring Charges, 
intersegment eliminations, and the results of certain consumer finance and commercial lending businesses that are 
being liquidated. Other also includes certain amounts associated with the ALM process, including the impact of funds 
transfer pricing allocation methodologies, amounts associated with the change in the value of derivatives used as 
economic hedges of interest rate and foreign exchange rate fluctuations that do not qualify for SFAS 133 hedge 
accounting treatment, gains or losses on sales of whole mortgage loans, and Gains on Sales of Debt Securities. The 
objective of the funds transfer pricing allocation methodology is to neutralize the business segments from changes in 
interest rate and foreign exchange fluctuations. Accordingly, for segment reporting purposes, the business segments 
receive the neutralizing benefit to Net Interest Income related to the economic hedges previously mentioned, with the 
offset recorded in Other. 
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All Other 


2004 
(Dollars in millions) 2005 (Restated) 
Net interest income (FTE basis)) 2.00.0... ccc cette eens $ (340) $ (695) 
Noninterest income: 
Equity investment gains ........... eee eee eee ete n eee eneae 1,646 750 
Allother income 3066 cei sos edd ibeais-d boeddie bSGeR SEER Roe se ee ewS (821) 241 
Total noninterest income ......... 0... ccc cece eee e tenes 825 991 
Total revenue (FTE basis) ........ 0... cece ccc cence teen teen eee nees 485 296 
Provision for credit losses) ec. oe b goss.cccdes 3 ead Se WEEN Bhs eae ewe edhe ee eee 41 343 
Gains on sales of debt securities) 2.0.0... cee cette 823 1,617 
Merger and restructuring charges .......... 0.00 cece ccc cnet ene eens 412 618 
All other noninterest expense ....... 0... cee cece eee e een eee ne enes 317 229 
Income before income taxes: 4 sc.66 bsgcciesss a ears cen be ees sawn awa hae eaves 538 723 
Income tax expense (benefit) ....... 0... ect tee eee een eas (85) 120 
Net income 4..6.63.6286454 1424056060 000¢ 2004 bhtotoee-benaedeanees be $ 623 $ 603 
Shareholdér Vale added. ec.ceeceiace ou siake hers eet ele bb es weir eie a8 ARR ewe a $ (884) $ (531) 


(1) Included in these amounts are impacts related to derivatives designated as economic hedges which do not qualify for SFAS 133 
hedge accounting treatment of $(419) million and $(834) million in Net Interest Income and $(256) million and $920 million in 
Noninterest Income. The impact, including $0 and a loss of $(399) million in Gains on Sales of Debt Securities, totaled $(675) 
million and $(313) million in 2005 and 2004. For additional information, see Note 1 of the Consolidated Financial Statements. 


Total Revenue for All Other increased $189 million to $485 million in 2005, primarily driven by an increase in 
Equity Investment Gains in 2005. Offsetting this increase was the decline in fair value of derivative instruments which 
were used as economic hedges of interest and foreign exchange rates as part of the ALM process. Changes in value of 
these derivative instruments were due to interest rate fluctuations during the year. 


Provision for Credit Losses decreased $302 million to $41 million in 2005, resulting from changes to components of 
the formula and other factors effective in 2004, and reduced credit costs in 2005 associated with previously exited 
businesses. These decreases were offset in part by the establishment of a $50 million reserve for estimated losses 
associated with Hurricane Katrina. 


Gains on Sales of Debt Securities decreased $794 million primarily due to lower gains realized in 2005 on mortgage- 
backed securities and corporate bonds than in 2004. Securities gains are the result of the repositioning of the securities 
portfolio to manage interest rate fluctuations and mortgage prepayment risk. The Corporation utilized a forward 
purchase agreement to hedge the variability of cash flows from the anticipated purchase of securities. The Corporation 
subsequently sold the related securities and did not originally reclassify the loss from Accumulated OCI at the time the 
related securities were sold. 


Merger and Restructuring Charges decreased $206 million in 2005 as the FleetBoston integration is nearing 
completion and the infrastructure initiative was completed in the first quarter of 2005. For more information on Merger 
and Restructuring Charges, see Note 2 of the Consolidated Financial Statements. 


The Income Tax Expense (Benefit) was a benefit of $85 million in 2005, compared to an expense of $120 million in 
2004. The change in Income Tax Expense (Benefit) was driven by an increase in tax benefits for low-income housing 
credits. These tax benefits are allocated to Global Consumer and Small Business Banking as FTE Noninterest Income 
through our segment reporting process. All Other includes an offset to this FTE impact. 


Equity Investments 


Equity Investments reported Net Income of $796 million in 2005, a $594 million improvement compared to 2004. 
The improvements were primarily due to higher revenues in Principal Investing driven by increasing liquidity in the 
private equity markets. When compared to the prior year, Principal Investing revenue increased $966 million to $1.4 
billion. The increased revenues were driven by higher realized gains and reduced impairments compared to the prior 
year. 
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The following table presents the carrying value of equity investments in the Principal Investing portfolio by major 
industry at December 31, 2005 and 2004: 


Equity Investments in the Principal Investing Portfolio 


December 31 


(Dollars in millions) 2005 2004 
Consumer discretionary i266 cniceeis dae c aie saad ee PPR RATS GET ETIS MERI S SH LaET SS $1,607 $2,058 
Information. technology. i.c.ncnude accdcmanepainanans beds amsaramigndh’ memenawedadnanwns dee aers 1,131 1,089 
TNGUSER ALS wits. dete wage aida a on Sate a os ER dahil Oeauh Wa 01a Oca end ate ae g, Saek eon Be Hes 1,017 1,118 
Telecommunication ServiCeS ....... 0. ccc ee ene eet e teen ete teen ete enee 708 769 
PU ATICTALS eyes. 5 goss: Su accua Bs Godda d die ares. Gre Sohows wha oe GRD Med dase Sn SMevvials Gea Scams Si esaeraes wae de aia 632 606 
FA Pa GAC cc. Face. ccrtusn str estas Shettacdtbud cou tauese cect beateawasisfibnitdtcts eating ce Gesu daatth a hentevessediatancaasy cease Gevasieudtde Suites ahs 560 576 
Materials: i: oi8cioeieies Gord Reta ele weG dd Pee ge WR Gas ek sh Sood ad eee MGS ed aean keds ood 288 421 
Consumer staples +. ii iscc cis cae eewis Gee ei es Gas ees TAGS E RADA ERTS AEST HaeeET eS 213 230 
Real 6State soi a cdecewncalaccvce Que man dauetvnle bladed detsais ab cterndhldva ston a eae Sateen ab adaceel aeitis Biboitte 188 229 
FOP EY? sca A asnergeeyancrndaags helen ee PNG Le Ak eT as SRA eed gee dS a PATI A ea eae 56 81 
Individual trusts, nonprofits, government ......... 6. cece ete eee eee aes 43 49 
tH: 55.805 dacs ahectie hak OG dees BATA CR Ew RRR EN le Gb Od WANE RA OW Gee RE wT aE PS 19 94 
WOtal sess eis Sis asanhdaney esa see er ached ehbhae esa vd Rae ete peE EWES $6,462 $7,250 


On- and Off-balance Sheet Financing Entities 
Off-balance Sheet Commercial Paper Conduits 


In addition to traditional lending, we also support our customers’ financing needs by facilitating their access to the 
commercial paper markets. These markets provide an attractive, lower-cost financing alternative for our customers. Our 
customers sell assets, such as high-grade trade or other receivables or leases, to a commercial paper financing entity, 
which in turn issues high-grade short-term commercial paper that is collateralized by the underlying assets. 
Additionally, some customers receive the benefit of commercial paper financing rates related to certain lease 
arrangements. We facilitate these transactions and collect fees from the financing entity for the services it provides 
including administration, trust services and marketing the commercial paper. 


We receive fees for providing combinations of liquidity, standby letters of credit (SBLCs) or similar loss protection 
commitments, and derivatives to the commercial paper financing entities. These forms of asset support are senior to the 
first layer of asset support provided by customers through over-collateralization or by support provided by third parties. 
The rating agencies require that a certain percentage of the commercial paper entity’s assets be supported by the seller’s 
over-collateralization and our SBLC in order to receive their respective investment rating. The SBLC would be drawn on 
only when the over-collateralization provided by the seller is not sufficient to cover losses of the related asset. Liquidity 
commitments made to the commercial paper entity are designed to fund scheduled redemptions of commercial paper if 
there is a market disruption or the new commercial paper cannot be issued to fund the redemption of the maturing 
commercial paper. The liquidity facility has the same legal priority as the commercial paper. We do not enter into any 
other form of guarantee with these entities. 


We manage our credit risk on these commitments by subjecting them to our normal underwriting and risk 
management processes. At December 31, 2005 and 2004, we had off-balance sheet liquidity commitments and SBLCs to 
these entities of $25.9 billion and $23.8 billion. Substantially all of these liquidity commitments and SBLCs mature 
within one year. These amounts are included in Table 6. Net revenues earned from fees associated with these off-balance 
sheet financing entities were approximately $71 million and $80 million in 2005 and 2004. 


From time to time, we may purchase some of the commercial paper issued by certain of these entities for our own 
account or acting as a dealer on behalf of third parties. Derivative instruments related to these entities are marked to 
market through the Consolidated Statement of Income. SBLCs are initially recorded at fair value in accordance with 
Financial Accounting Standards Board (FASB) Interpretation No. 45, “Guarantor’s Accounting and Disclosure 
Requirements for Guarantees” (FIN 45). Liquidity commitments and SBLCs subsequent to inception are accounted for 
pursuant to SFAS No. 5, “Accounting for Contingencies” (SFAS 5), and are discussed further in Note 13 of the 
Consolidated Financial Statements. 


The commercial paper conduits are variable interest entities (VIEs) as defined in FASB Interpretation No. 46 
(Revised December 2003), “Consolidation of Variable Interest Entities, an interpretation of ARB No. 51” (FIN 46R), 
which provides a framework for identifying VIEs and determining when a company should include the assets, liabilities, 
non-controlling interests and results of activities of a VIE in its consolidated financial statements. In accordance with 
FIN 46R, the primary beneficiary is the party that consolidates a VIE based on its assessment that it will absorb a 
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majority of the expected losses or expected residual returns of the entity, or both. We have determined that we are not 
the primary beneficiary of the commercial paper conduits described above and, therefore, have not included the assets 
and liabilities or results of operations of these conduits in the Consolidated Financial Statements of the Corporation. 


On-balance Sheet Commercial Paper Conduits 


In addition to the off-balance sheet financing entities previously described, we also utilize commercial paper 
conduits that have been consolidated based on our determination that we are the primary beneficiary of the entities in 
accordance with FIN 46R. At December 31, 2005 and 2004, the consolidated assets and liabilities of these conduits were 
reflected in AFS Securities, Other Assets, and Commercial Paper and Other Short-term Borrowings in Global Capital 
Markets and Investment Banking. At December 31, 2005 and 2004, we held $6.6 billion and $7.7 billion of assets of these 
entities while our maximum loss exposure associated with these entities, including unfunded lending commitments, was 
approximately $8.0 billion and $9.4 billion. We manage our credit risk on the on-balance sheet commitments by 
subjecting them to the same processes as the off-balance sheet commitments. 


Qualified Special Purpose Entities 


In addition, to control our capital position, diversify funding sources and provide customers with commercial paper 
investments, we will, from time to time, sell assets to off-balance sheet commercial paper entities. The commercial paper 
entities are Qualified Special Purpose Entities (QSPEs) that have been isolated beyond our reach or that of our creditors, 
even in the event of bankruptcy or other receivership. The accounting for these entities is governed by SFAS 140, 
“Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities—a replacement of FASB 
Statement No. 125,” (SFAS 140) which provides that QSPEs are not included in the consolidated financial statements of 
the seller. Assets sold to the entities consist of high-grade corporate or municipal bonds, collateralized debt obligations 
and asset-backed securities. These entities issue collateralized commercial paper or notes with similar repricing 
characteristics to third party market participants and passive derivative instruments to us. Assets sold to the entities 
typically have an investment rating ranging from Aaa/AAA to Aa/AA. We may provide liquidity, SBLCs or similar loss 
protection commitments to the entity, or we may enter into derivatives with the entity in which we assume certain risks. 
The liquidity facility and derivatives have the same legal standing with the commercial paper. 


The derivatives provide interest rate, currency and a pre-specified amount of credit protection to the entity in 
exchange for the commercial paper rate. These derivatives are provided for in the legal documents and help to alleviate 
any cash flow mismatches. In some cases, if an asset’s rating declines below a certain investment quality as evidenced by 
its investment rating or defaults, we are no longer exposed to the risk of loss. At that time, the commercial paper holders 
assume the risk of loss. In other cases, we agree to assume all of the credit exposure related to the referenced asset. 
Legal documents for each entity specify asset quality levels that require the entity to automatically dispose of the asset 
once the asset falls below the specified quality rating. At the time the asset is disposed, we are required to reimburse the 
entity for any credit-related losses depending on the pre-specified level of protection provided. 


We manage any credit or market risk on commitments or derivatives through normal underwriting and risk 
management processes. At December 31, 2005 and 2004, we had off-balance sheet liquidity commitments, SBLCs and 
other financial guarantees to these entities of $7.1 billion and $7.4 billion. Substantially all of these commitments 
mature within one year and are included in Table 6. Derivative activity related to these entities is included in Note 5 of 
the Consolidated Financial Statements. Net revenues earned from fees associated with these entities were $86 million 
and $61 million in 2005 and 2004. 


We generally do not purchase any of the commercial paper issued by these types of financing entities other than 
during the underwriting process when we act as issuing agent nor do we purchase any of the commercial paper for our 
own account. Derivative instruments related to these entities are marked to market through the Consolidated Statement 
of Income. SBLCs are initially recorded at fair value in accordance with FIN 45. Liquidity commitments and SBLCs 
subsequent to inception are accounted for pursuant to SFAS 5 and are discussed further in Note 13 of the Consolidated 
Financial Statements. 


Credit and Liquidity Risks 


Because we provide liquidity and credit support to the commercial paper conduits and QSPEs described above, our 
credit ratings and changes thereto will affect the borrowing cost and liquidity of these entities. In addition, significant 
changes in counterparty asset valuation and credit standing may also affect the liquidity of the commercial paper 
issuance. Disruption in the commercial paper markets may result in our having to fund under these commitments and 
SBLCs discussed above. We seek to manage these risks, along with all other credit and liquidity risks, within our 
policies and practices. See Notes 1 and 9 of the Consolidated Financial Statements for additional discussion of 
off-balance sheet financing entities. 
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Other Off-balance Sheet Financing Entities 


To improve our capital position and diversify funding sources, we also sell assets, primarily loans, to other 
off-balance sheet QSPEs that obtain financing primarily by issuing term notes. We may retain a portion of the 
investment grade notes issued by these entities, and we may also retain subordinated interests in the entities which 
reduce the credit risk of the senior investors. We may provide liquidity support in the form of foreign exchange or 
interest rate swaps. We generally do not provide other forms of credit support to these entities, which are described more 
fully in Note 9 of the Consolidated Financial Statements. In addition to the above, we had significant involvement with 
variable interest entities (VIEs) other than the commercial paper conduits. These VIEs were not consolidated because we 
will not absorb a majority of the expected losses or expected residual returns and are therefore not the primary 
beneficiary of the VIEs. These entities are described more fully in Note 9 of the Consolidated Financial Statements. 


Obligations and Commitments 


We have contractual obligations to make future payments on debt and lease agreements. Additionally, in the normal 
course of business, we enter into contractual arrangements whereby we commit to future purchases of products or 
services from unaffiliated parties. Obligations that are legally binding agreements whereby we agree to purchase 
products or services with a specific minimum quantity defined at a fixed, minimum or variable price over a specified 
period of time are defined as purchase obligations. Included in purchase obligations are vendor contracts of $4.0 billion, 
commitments to purchase securities of $34.2 billion and commitments to purchase loans of $51.7 billion. The most 
significant of our vendor contracts include communication services, processing services and software contracts. Other 
long-term liabilities include our obligations related to the Qualified Pension Plans, Nonqualified Pension Plans and 
Postretirement Health and Life Plans (the Plans). Obligations to the Plans are based on the current and projected 
obligations of the Plans, performance of the Plans’ assets and any participant contributions, if applicable. During 2005 
and 2004, we contributed $1.1 billion and $303 million to the Plans, and we expect to make at least $134 million of 
contributions during 2006. Management believes the effect of the Plans on liquidity is not significant to our overall 
financial condition. Debt, lease and other obligations are more fully discussed in Notes 12 and 138 of the Consolidated 
Financial Statements. 


Table 5 presents total long-term debt and other obligations at December 31, 2005. 


Table 5 


Long-term Debt and Other Obligations 


December 31, 2005 
Due after Due after 


Due in 1 year 3 years 

lyear through through Due after 
(Dollars in millions) or less 3 years 5 years 5 years Total 
Long-term debt and capital leases) 2.0... cee eee $11,188 $24,065 $20,689 $44,906 $100,848 
Purchaseobligations®) s5.05.5 4. ace nares aise baiaes aise ae bedtecn need ee ReTee 44,635 21,235 22,989 1,076 89,935 
Operating lease obligations ............ cece cece eee eee tee eee e nee 1,324 2,202 1,449 3,477 8,452 
Other long-term liabilities .......0306 cece seuss ee ioe eed eee sees eed ss oe 134 — — — 134 

Total iis cess ce acan das ae eee ae Sad Heh GG donde dee nd $57,281 $47,502 $45,127 $49,459 $199,369 


(1) Includes principal payments and capital lease obligations of $40 million. 
(2) Obligations that are legally binding agreements whereby we agree to purchase products or services with a specific minimum 
quantity defined at a fixed, minimum or variable price over a specified period of time are defined as purchase obligations. 


Many of our lending relationships contain funded and unfunded elements. The funded portion is reflected on our 
balance sheet. The unfunded component of these commitments is not recorded on our balance sheet until a draw is made 
under the loan facility; however, a reserve is established for probable losses. These commitments, as well as guarantees, 
are more fully discussed in Note 13 of the Consolidated Financial Statements. 
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The following table summarizes the total unfunded, or off-balance sheet, credit extension commitment amounts by 
expiration date. At December 31, 2005, charge cards (nonrevolving card lines) to individuals and government entities 
guaranteed by the U.S. government in the amount of $9.4 billion (related outstandings of $171 million) were not 
included in credit card line commitments in the table below. 


Table 6 


Credit Extension Commitments 


December 31, 2005 
Expires Expires 
Expires after 1 after 3 


inl year years Expires 
year through through  after5 
(Dollars in millions) or less 3 years 5 years years Total 

Loan commitments™ 00... 0... cece eect eee n eee enennes $112,829 $55,840 $80,748  $ 28,340 $277,757 
Home equity lines of credit ....... 0... ccc cette teens 1,317 714 1,673 74,922 78,626 
Standby letters of credit and financial guarantees .............0.000 0000s 22,320 8,661 5,361 6,753 43,095 
Commercial letters of credit 2.0.0... 0. ccc tenet eeeenee 4,627 29 7: 481 5,154 
Legally binding commitments .......... 00.0.0: cece cece eee eens 141,093 65,244 87,799 110,496 404,632 
CVEMUCALATITIES! x ecidce aig.sduais eye add aa sddn aiyanisaerie than diyshtaca tis aise, ate deen odie, geecdn Seals 180,694 12,274 _ _ 192,968 
Tt all). 6 ge5.co.3 3 jecsasende R84 shacaes ete Geode WERA THOS TENSE DA eR $321,787 $77,518 $87,799 $110,496 $597,600 


(1) At December 31, 2005, there were equity commitments of $1.4 billion related to obligations to further fund Principal Investing 
equity investments. 


Managing Risk 
Overview 


Our management governance structure enables us to manage all major aspects of our business through an 
integrated planning and review process that includes strategic, financial, associate, customer and risk planning. We 
derive much of our revenue from managing risk from customer transactions for profit. In addition to qualitative factors, 
we utilize quantitative measures to optimize risk and reward trade offs in order to achieve growth targets and financial 
objectives while reducing the variability of earnings and minimizing unexpected losses. Risk metrics that allow us to 
measure performance include economic capital targets, SVA targets and corporate risk limits. By allocating capital to a 
business unit, we effectively define that unit’s ability to take on risk. Country, trading, asset allocation and other limits 
supplement the allocation of economic capital. These limits are based on an analysis of risk and reward in each business 
unit and management is responsible for tracking and reporting performance measurements as well as any exceptions to 
guidelines or limits. Our risk management process continually evaluates risk and appropriate metrics needed to 
measure it. Our business exposes us to the following major risks: strategic, liquidity, credit, market and operational. 


Strategic Risk is the risk that adverse business decisions, ineffective or inappropriate business plans or failure to 
respond to changes in the competitive environment, business cycles, customer preferences, product obsolescence, 
execution and/or other intrinsic risks of business will impact our ability to meet our objectives. Liquidity risk is the 
inability to accommodate liability maturities and deposit withdrawals, fund asset growth and meet contractual 
obligations through unconstrained access to funding at reasonable market rates. Credit risk is the risk of loss arising 
from a borrower’s or counterparty’s inability to meet its obligations. Market risk is the risk that values of assets and 
liabilities or revenues will be adversely affected by changes in market conditions, such as interest rate movements. 
Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems or external 
events. 


Risk Management Processes and Methods 


We have established control processes and use various methods to align risk-taking and risk management 
throughout our organization. These control processes and methods are designed around “three lines of defense”: lines of 
business; support units (including Risk Management, Compliance, Finance, Human Resources and Legal); and 
Corporate Audit. 


Management is responsible for identifying, quantifying, mitigating and managing all risks within their lines of 
business, while certain enterprise-wide risks are managed centrally. For example, except for trading-related business 
activities, interest rate risk associated with our business activities is managed in the Corporate Treasury and Corporate 
Investment functions. Line of business management makes and executes the business plan and is closest to the changing 
nature of risks and, therefore, we believe is best able to take actions to manage and mitigate those risks. Our lines of 
business prepare quarterly self-assessment reports to identify the status of risk issues, including mitigation plans, if 
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appropriate. These reports roll up to executive management to ensure appropriate risk management and oversight, and 
to identify enterprise-wide issues. Our management processes, structures and policies aid us in complying with laws and 
regulations and provide clear lines for decision-making and accountability. Wherever practical, we attempt to house 
decision-making authority as close to the transaction as possible while retaining supervisory control functions from both 
in and outside of the lines of business. 


The Risk Management organization translates approved business plans into approved limits, approves requests for 
changes to those limits, approves transactions as appropriate, and works closely with lines of business to establish and 
monitor risk parameters. Risk Management has assigned a Risk Executive to each of the lines of business who is 
responsible for the oversight of all risks associated with that line of business. In addition, Risk Management has 
assigned Risk Executives to monitor enterprise-wide credit, market and operational risks. 


Corporate Audit provides an independent assessment of our management and internal control systems. Corporate 
Audit activities are designed to provide reasonable assurance that resources are adequately protected; significant 
financial, managerial and operating information is materially complete, accurate and reliable; and employees’ actions 
are in compliance with corporate policies, standards, procedures, and applicable laws and regulations. 


We use various methods to manage risks at the line of business levels and corporate-wide. Examples of these 
methods include planning and forecasting, risk committees and forums, limits, models, and hedging strategies. Planning 
and forecasting facilitates analysis of actual versus planned results and provides an indication of unanticipated risk 
levels. Generally, risk committees and forums are comprised of lines of business, risk management, treasury, 
compliance, legal and finance personnel, among others, who actively monitor performance against plan, limits, potential 
issues, and introduction of new products. Limits, the amount of exposure that may be taken in a product, relationship, 
region or industry, seek to align risk goals with those of each line of business and are part of our overall risk 
management process to help reduce the volatility of market, credit and operational losses. Models are used to estimate 
market value and net interest income sensitivity, and to estimate expected and unexpected losses for each product and 
line of business, where appropriate. Hedging strategies are used to manage the risk of borrower or counterparty 
concentration risk and to manage market risk in the portfolio. 


The formal processes used to manage risk represent only one portion of our overall risk management process. 
Corporate culture and the actions of our associates are also critical to effective risk management. Through our Code of 
Ethics, we set a high standard for our associates. The Code of Ethics provides a framework for all of our associates to 
conduct themselves with the highest integrity in the delivery of our products or services to our customers. We instill a 
risk-conscious culture through communications, training, policies, procedures, and organizational roles and 
responsibilities. Additionally, we continue to strengthen the linkage between the associate performance management 
process and individual compensation to encourage associates to work toward corporate-wide risk goals. 


Oversight 


The Board evaluates risk through the Chief Executive Officer (CEO) and three committees. The Finance Committee, 
a committee appointed by the Board, establishes policies and strategies for managing the strategic, liquidity, credit, 
market and operational risks to corporate earnings and capital. The Asset Quality Committee, a Board committee, 
reviews credit and selected market risks; and the Audit Committee, a Board committee, provides direct oversight of the 
corporate audit function and the independent registered public accounting firm. Additionally, senior management 
oversight of our risk-taking and risk management activities is conducted through four senior management committees: 
the Risk and Capital Committee (RCC), the Asset and Liability Committee (ALCO), the Compliance and Operational 
Risk Committee (CORC) and the Credit Risk Committee (CRC). The RCC, a senior management committee, reviews 
corporate strategies and corporate objectives, evaluates business performance, and reviews business plans, including 
capital allocation, for the Corporation and for major businesses. The ALCO, a subcommittee of the Finance Committee, 
provides oversight for Corporate Treasury’s and Corporate Investment’s process of managing interest rate risk, 
otherwise known as the ALM process, and reviews ALM and credit hedging activities. ALCO also approves limits for 
trading activities and manages the risk of loss of value and related Net Interest Income of our trading activities. The 
CORC, a subcommittee of the Finance Committee, provides oversight and consistent communication of operational and 
compliance issues. The CRC, a subcommittee of the Finance Committee, establishes corporate credit practices and 
limits, including industry and country concentration limits and approval requirements. The CRC also reviews asset 
quality results versus plan, portfolio management, and the adequacy of the allowance for credit losses. Each committee 
and subcommittee has the ability to delegate authority to officers of subcommittees to manage specific risks. 


Management continues to direct corporate-wide efforts to address the Basel Committee on Banking Supervision’s 
new risk-based capital standards (Basel II). The Finance Committee and the Audit Committee provide oversight of 
management’s plans including the Corporation’s preparedness and compliance with Basel II. For additional information, 
see Basel II on page 49 and Note 15 of the Consolidated Financial Statements. 


The following sections, Strategic Risk Management, Liquidity Risk and Capital Management, Credit Risk 
Management beginning on page 49, Market Risk Management beginning on page 65 and Operational Risk Management 
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beginning on page 73, address in more detail the specific procedures, measures and analyses of the major categories of 
risk that we manage. 


Strategic Risk Management 


The Board provides oversight for strategic risk through the CEO and the Finance Committee. We use an integrated 
business planning process to help manage strategic risk. A key component of the planning process aligns strategies, 
goals, tactics and resources. The process begins with an assessment that creates a plan for the Corporation, setting the 
corporate strategic direction. The planning process then cascades through the business units, creating business unit 
plans that are aligned with the Corporation’s direction. Tactics and metrics are monitored to ensure adherence to the 
plans. As part of this monitoring, business units perform a quarterly self-assessment further described in the 
Operational Risk Management section beginning on page 73. This assessment looks at changing market and business 
conditions, and the overall risk in meeting objectives. Corporate Audit in turn monitors, and independently reviews and 
evaluates, the plans and self-assessments. 


One of the key tools for managing strategic risk is capital allocation. Through allocating capital, we effectively 
manage each business segment’s ability to take on risk. Review and approval of business plans incorporates approval of 
capital allocation, and economic capital usage is monitored through financial and risk reporting. 


Liquidity Risk and Capital Management 
Liquidity Risk 


Liquidity is the ongoing ability to accommodate liability maturities and deposit withdrawals, fund asset growth and 
business operations, and meet contractual obligations through unconstrained access to funding at reasonable market 
rates. Liquidity management involves forecasting funding requirements and maintaining sufficient capacity to meet the 
needs and accommodate fluctuations in asset and liability levels due to changes in our business operations or 
unanticipated events. Sources of liquidity include deposits and other customer-based funding, wholesale market-based 
funding, and liquidity provided by the sale or securitization of assets. 


We manage liquidity at two levels. The first is the liquidity of the parent company, which is the holding company 
that owns the banking and nonbanking subsidiaries. The second is the liquidity of the banking subsidiaries. The 
management of liquidity at both levels is essential because the parent company and banking subsidiaries each have 
different funding needs and sources, and each are subject to certain regulatory guidelines and requirements. Through 
ALCO, the Finance Committee is responsible for establishing our liquidity policy as well as approving operating and 
contingency procedures, and monitoring liquidity on an ongoing basis. Corporate Treasury is responsible for planning 
and executing our funding activities and strategy. 


In order to ensure adequate liquidity through the full range of potential operating environments and market 
conditions, we conduct our liquidity management and business activities in a manner that will preserve and enhance 
funding stability, flexibility, and diversity. Key components of this operating strategy include a strong focus on 
customer-based funding, maintaining direct relationships with wholesale market funding providers, and maintaining 
the ability to liquefy certain assets when, and if, requirements warrant. 


We develop and maintain contingency funding plans for both the parent company and bank liquidity positions. 
These plans evaluate our liquidity position under various operating circumstances and allow us to ensure that we would 
be able to operate though a period of stress when access to normal sources of funding is constrained. The plans project 
funding requirements during a potential period of stress, specify and quantify sources of liquidity, outline actions and 
procedures for effectively managing through the problem period, and define roles and responsibilities. They are reviewed 
and approved annually by ALCO. 


Our borrowing costs and ability to raise funds are directly impacted by our credit ratings. The credit ratings of Bank 
of America Corporation and Bank of America, National Association (Bank of America, N.A.) are reflected in the table 
below. 


Table 7 
Credit Ratings 
December 31, 2005 
Bank of America Corporation Bank of America, N.A. 
Senior Subordinated Commercial Short-term Long-term 
Debt Debt Paper Borrowings Debt 

IMGO0 Sic cs.'s anceetee nora auietcactcsra eonie eenations Aa2 Aa3 P-1 P-1 Aal 
Standard & Poor’s .............00005 AA- A+ A-1+ A-1+ AA 
Pitch, Inés: sje tsxvaemdaaes edegeae ta AA- A+ Fl+ Fl+ AA- 


Under normal business conditions, primary sources of funding for the parent company include dividends received 
from its banking and nonbanking subsidiaries, and proceeds from the issuance of senior and subordinated debt, as well 
as commercial paper and equity. Primary uses of funds for the parent company include repayment of maturing debt and 
commercial paper, share repurchases, dividends paid to shareholders, and subsidiary funding through capital or debt. 


The parent company maintains a cushion of excess liquidity that would be sufficient to fully fund holding company 
and nonbank affiliate operations for an extended period during which funding from normal sources is disrupted. The 
primary measure used to assess the parent company’s liquidity is the “Time to Required Funding” during such a period 
of liquidity disruption. This measure assumes that the parent company is unable to generate funds from debt or equity 
issuance, receives no dividend income from subsidiaries, and no longer pays dividends to shareholders while continuing 
to meet nondiscretionary uses needed to maintain bank operations and repayment of contractual principal and interest 
payments owed by the parent company and affiliated companies. Under this scenario, the amount of time the parent 
company and its nonbank subsidiaries can operate and meet all obligations before the current liquid assets are 
exhausted is considered the “Time to Required Funding”. ALCO approves the target range set for this metric, in months, 
and monitors adherence to the target. Maintaining excess parent company cash that ensures that “Time to Required 
Funding” remains in the target range is the primary driver of the timing and amount of the Corporation’s debt 
issuances. As of December 31, 2005 “Time to Required Funding” was 29 months. 


The primary sources of funding for our banking subsidiaries include customer deposits, wholesale market-based 
funding, and asset securitizations. Primary uses of funds for the banking subsidiaries include growth in the core asset 
portfolios, including loan demand, and in the ALM portfolio. We use the ALM portfolio primarily to manage interest rate 
risk and liquidity risk. 


The strength of our balance sheet is a result of rigorous financial and risk discipline. Our excess deposits, which are 
a low cost of funding source, fund the purchase of additional securities and result in a lower loan to deposit ratio. 
Mortgage-backed securities and mortgage loans have prepayment risk which has to be actively managed. Repricing of 
deposits is a key variable in this process. The capital generated in excess of capital adequacy targets and to support 
business growth, is available for the payment of dividends and share repurchases. 


ALCO determines prudent parameters for wholesale market-based borrowing and regularly reviews the funding 
plan for the bank subsidiaries to ensure compliance with these parameters. The contingency funding plan for the 
banking subsidiaries evaluates liquidity over a 12-month period in a variety of business environment scenarios assuming 
different levels of earnings performance and credit ratings as well as public and investor relations factors. Funding 
exposure related to our role as liquidity provider to certain off-balance sheet financing entities is also measured under a 
stress scenario. In this analysis, ratings are downgraded such that the off-balance sheet financing entities are not able to 
issue commercial paper and backup facilities that we provide are drawn upon. In addition, potential draws on credit 
facilities to issuers with ratings below a certain level are analyzed to assess potential funding exposure. 


One ratio used to monitor the stability of our funding composition is the “loan to domestic deposit” (LTD) ratio. This 
ratio reflects the percent of Loans and Leases that are funded by domestic customer deposits, a relatively stable funding 
source. A ratio below 100 percent indicates that our loan portfolio is completely funded by domestic customer deposits. 
The ratio was 102 percent at December 31, 2005 compared to 93 percent at December 31, 2004. The increase was 
primarily attributable to organic growth in the loan and lease portfolio. 


We originate loans for retention on our balance sheet and for distribution. As part of our “originate to distribute” 
strategy, commercial loan originations are distributed through syndication structures, and residential mortgages 
originated by Consumer Real Estate are frequently distributed in the secondary market. In connection with our balance 
sheet management activities, we may retain mortgage loans originated as well as purchase and sell loans based on our 
assessment of market conditions. 


Regulatory Capital 


As a regulated financial services company, we are governed by certain regulatory capital requirements. Presented in 
Note 15 of the Consolidated Financial Statements are the regulatory capital ratios, actual capital amounts and 
minimum required capital amounts for the Corporation, Bank of America, N.A., Fleet National Bank and Bank of 
America, N.A. (USA) at December 31, 2005 and 2004. On June 13, 2005, Fleet National Bank merged with and into 
Bank of America, N.A., with Bank of America, N.A. as the surviving entity. As of December 31, 2005, the entities were 
classified as “well-capitalized” for regulatory purposes, the highest classification. 


Certain corporate sponsored trust companies which issue trust preferred securities (Trust Securities) are 
deconsolidated under FIN 46R. As a result, the Trust Securities are not included on our Consolidated Balance Sheets. 
On March 1, 2005, the FRB issued Risk-Based Capital Standards: Trust Preferred Securities and the Definition of 
Capital (the Final Rule) which allows Trust Securities to continue to qualify as Tier 1 Capital with revised quantitative 
limits that would be effective after a five-year transition period. As a result, we continue to include Trust Securities in 
Tier 1 Capital. 
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The FRB’s Final Rule limits restricted core capital elements to 15 percent for internationally active bank holding 
companies. In addition, the FRB revised the qualitative standards for capital instruments included in regulatory capital. 
Internationally active bank holding companies are those with consolidated assets greater than $250 billion or on-balance 
sheet exposure greater than $10 billion. At December 31, 2005, our restricted core capital elements comprised 16.6 
percent of total core capital elements. We expect to be fully compliant with the revised limits prior to the implementation 
date of March 31, 2009. 


Basel IT 


In June 2004, Basel II was published with the intent of more closely aligning regulatory capital requirements with 
underlying risks. Similar to economic capital measures, Basel II seeks to address credit risk, market risk and 
operational risk. 


While economic capital is measured to cover unexpected losses, we also maintain a certain threshold in terms of 
regulatory capital to adhere to legal standards of capital adequacy. With recent updates to the U.S. implementation, 
these thresholds or leverage ratios, will continue to be utilized for the foreseeable future. Maintaining capital adequacy 
with our regulatory capital under Basel II, does not impact internal profitability or pricing. 


In the U.S., Basel II will not be implemented until January 1, 2008, which will serve as our parallel test year, 
followed by full implementation in 2009. The impact on our capital management processes and capital requirements 
continues to be evaluated. As Basel II is an international regulation, U.S. regulatory agencies are drafting a U.S. 
oriented measure which follows the Basel II construct. 


Recently, an assessment of the potential effect on regulatory capital known as Quantitative Impact Study 4 was 
completed, which generated disparate results among participants. In order to address the potential changes in capital 
levels, regulators have established floors or limits as to how much capital can decrease from period to period after full 
implementation through at least 2011. We are committed to working with the regulators and continue to proactively 
monitor their efforts towards achieving a successful implementation of Basel II. 


Implementation of Basel II requires a significant enterprise-wide effort. During 2005, our dedicated Basel II 
Program Management Office, supported by a number of business segment specialists and technologists, completed major 
planning activities required to achieve Basel II preparedness. During 2006, we are aggressively moving forward with 
policy, process and technology changes required to achieve full compliance by the start of parallel processing in 2008. We 
continue to work closely with the regulatory agencies in this process. 


Dividends 


Effective for the third quarter 2005 dividend, the Board increased the quarterly cash dividend 11 percent from $0.45 
to $0.50 per common share. In October 2005, the Board declared a fourth quarter cash dividend which was paid on 
December 23, 2005 to common shareholders of record on December 2, 2005. In January 2006, the Board declared a 
quarterly cash dividend of $0.50 per common share payable on March 24, 2006 to shareholders of record on March 3, 
2006. 


Share Repurchases 


We will continue to repurchase shares, from time to time, in the open market or in private transactions through our 
approved repurchase programs. We repurchased 126.4 million shares of common stock in 2005, which more than offset 
the 79.6 million shares issued under our company’s employee stock plans. During 2006 we expect to use available excess 
capital to repurchase shares in excess of shares issued under our employee stock plans. For additional information on 
common share repurchases, see Note 14 of the Consolidated Financial Statements. 


Credit Risk Management 


Credit risk is the risk of loss arising from a borrower’s or counterparty’s inability to meet its obligations. Credit risk 
can also arise from operational failures that result in an advance, commitment or investment of funds. We define the 
credit exposure to a borrower or counterparty as the loss potential arising from all product classifications, including 
loans and leases, derivatives, trading account assets, assets held-for-sale, and unfunded lending commitments that 
include loan commitments, letters of credit and financial guarantees. For derivative positions, our credit risk is 
measured as the net replacement cost in the event the counterparties with contracts in a gain position to us completely 
fail to perform under the terms of those contracts. We use the current mark-to-market value to represent credit exposure 
without giving consideration to future mark-to-market changes. The credit risk amounts take into consideration the 
effects of legally enforceable master netting agreements. Our consumer and commercial credit extension and review 
procedures take into account credit exposures that are funded or unfunded. For additional information on derivatives 
and credit extension commitments, see Notes 5 and 13 of the Consolidated Financial Statements. 
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We manage credit risk based on the risk profile of the borrower or counterparty, repayment sources, the nature of 
underlying collateral, and other support given current events, conditions and expectations. We classify our Loans and 
Leases as either consumer or commercial and monitor their credit risk separately as discussed below. 


Consumer Portfolio Credit Risk Management 


Credit risk management for the consumer portfolio begins with initial underwriting and continues throughout a 
borrower’s credit cycle. Statistical techniques are used to establish product pricing, risk appetite, operating processes 
and metrics to balance risks and returns. Consumer exposure is grouped by product and other attributes for purposes of 
evaluating credit risk. Statistical models are built using detailed behavioral information from external sources such as 
credit bureaus as well as internal historical experience. These models are essential to our consumer credit risk 
management process and are used in the determination of credit decisions, collections management strategies, portfolio 
management decisions, determination of the allowance for consumer loan and lease losses, and economic capital 
allocations for credit risk. 


Table 8 presents outstanding consumer loans and leases for each year in the five-year period ending at December 31, 
2005. 


Table 8 
Outstanding Consumer Loans and Leases 
December 31 
2004 2003 2002 2001 
2005 (Restated) (Restated) (Restated) (Restated) 
(Dollars in millions) Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent 
Residential mortgage ......... $182,596 51.38% $178,079 54.3% $140,483 58.5% $108,332 54.8% $ 78,203 47.3% 
Credit card ..............000. 58,548 16.5 51,726 15.8 34,814 14.5 24,729 12.5 19,884 12.0 
Home equity lines ............ 62,098 17.5 50,126 15.3 23,859 9.9 23,236 11.8 22,107 13.4 
Direct/Indirect consumer ...... 45,490 12.8 40,513 12.3 33,415 13.9 31,068 15.7 30,317 18.4 
Other consumer ............ 6,725 1.9 7,439 2.3 7,558 3.2 10,355 5.2 14,744 8.9 
Total consumer loans 
and leases ............ $355,457 100.0% $327,883 100.0% $240,129 100.0% $197,720 100.0% $165,255 100.0% 


(1) Includes consumer finance of $2,849 million, $3,395 million, $3,905 million, $4,438 million, and $5,331 million at December 31, 
2005, 2004, 2003, 2002, and 2001, respectively; foreign consumer of $3,841 million, $3,563 million, $1,969 million, $1,970 million, 
and $2,092 million at December 31, 2005, 2004, 2003, 2002, and 2001, respectively; and consumer lease financing of $35 million, 
$481 million, $1,684 million, $3,947 million, and $7,321 million at December 31, 2005, 2004, 2003, 2002, and 2001, respectively. 


Concentrations of Consumer Credit Risk 


Our consumer credit risk is diversified both geographically and through our various product offerings. In addition, 
credit decisions are statistically based with tolerances set to decrease the percentage of approvals as the risk profile 
increases. 


From time to time, we purchase credit protection on certain portions of our consumer portfolio. This protection is 
designed to enhance our overall risk management strategy. At December 31, 2005 and 2004, we have mitigated a portion 
of our credit risk on approximately $110.4 billion and $88.7 billion of residential mortgage and indirect automobile loans 
through the purchase of credit protection. Our regulatory risk-weighted assets were reduced as a result of these 
transactions because we transferred a portion of our credit risk to unaffiliated parties. These transactions had the 
cumulative effect of reducing our risk-weighted assets by $30.6 billion and $25.5 billion at December 31, 2005 and 2004, 
and resulted in 28 bp and 26 bp increases in our Tier 1 Capital ratio. 


Consumer Portfolio Credit Quality Performance 


Credit quality continued to be strong and consistent with performance from a year ago with the exception of the 
credit card portfolio. 


Managed credit card performance was impacted by increased bankruptcy filings prior to legislation which became 
effective October 17, 2005, continued growth and seasoning of the portfolio, and increased minimum payment 


requirements implemented in April 2004. The year 2005 compared to 2004 was also impacted by the FleetBoston credit 
card portfolio. 


The entire balance of an account is contractually delinquent if the minimum payment is not received by the specified 
date on the customer’s billing statement. Interest and fees continue to accrue on our past due loans until the date the 


loan goes into nonaccrual status, if applicable. Delinquency is reported on accruing loans that are 30 days or more past 
due. 
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Credit card loans are generally charged off at 180 days past due or 60 days from notification of bankruptcy filing and 
are not classified as nonperforming. Unsecured consumer loans and deficiencies in non-real estate secured loans and 
leases are charged off at 120 days past due and are generally not classified as nonperforming. Real estate secured 
consumer loans are placed on nonaccrual and are classified as nonperforming no later than 90 days past due. The 
amount deemed uncollectible on real estate secured loans is charged off at 180 days past due. 


Table 9 presents consumer net charge-offs and net charge-off ratios on the held portfolio for 2005 and 2004. 


Table 9 
Consumer Net Charge-offs and Net Charge-off Ratios™ 
2004 
2005 (Restated) 

(Dollars in millions) Amount Percent Amount Percent 
Residential mortgage ys si.3. ai cscciakes Hos Gheweend pi dante ewaeead peheee des theeeadeen $ 27 0.02% $ 36 0.02% 
Credit Card) chistes stleseming stinecatspieedss dh tatend staat ata dtartind ic giereddryit ed aotenaieeitind aye Modine sien dale 3,652 6.76 2,305 5.31 
Home equity lines issccscpdaenesc peace s ondaw cease peas ng see eaecone gee aes aweaieeee es 31 0.05 15 0.04 
Direct/Indirect consumer ......... 00. cect tebe tee t eee e eens 248 0.55 208 0.55 
OEHER CONSUMER” f aiesaceee des Rised a Bis da Dean Skea wind ras Ha udlh He arsed eR ge Da aed aaa eon ba 275 3.99 193 9.51 

Total consumer’: .0¢ 04005 cb teneehenae Meee ease nea eee coatakeseegeeeanee nee $4,233 1.26% $2,757 0.93% 


(1) Percentage amounts are calculated as net charge-offs divided by average outstanding loans and leases during the year for each loan 
category. 


As presented in Table 9, consumer net charge-offs from on-balance sheet loans increased $1.5 billion to $4.2 billion 
in 2005. Of these increased amounts, $1.3 billion was related to credit card net charge-offs. Higher credit card net 
charge-offs were driven by an increase in bankruptcy net charge-offs of $578 million resulting from changes in 
bankruptcy legislation, organic portfolio growth and seasoning, increases effective in 2004 in credit card minimum 
payment requirements, the impact of the FleetBoston portfolio and new advances on accounts for which previous loan 
balances were sold to the securitization trusts. The increase in direct/indirect consumer charge-offs was driven primarily 
by the growth and seasoning of the auto loan portfolio. The increase in other consumer charge-offs was primarily driven 
by an increase in charge-offs for checking account overdraft balances due to deposit growth and a change in the fourth 
quarter of 2005 in our charge-off policy for overdraft balances from 120 days to 60 days. 


Net losses for the managed credit card portfolio increased $1.3 billion to $4.1 billion, or 6.92 percent of total average 
managed credit card loans in 2005, compared to 5.62 percent of total average managed credit card loans in 2004. Higher 
managed credit card net losses were driven by an increase in bankruptcy net losses resulting from the change in 
bankruptcy law, continued portfolio growth and seasoning, increases effective in 2004 in credit card minimum payment 
requirements and the impact of the FleetBoston portfolio. 


As presented in Table 10, nonperforming consumer assets increased $39 million from December 31, 2004 to $846 
million at December 31, 2005. The increase was due to a $47 million increase in nonperforming consumer loans and 
leases to $785 million, representing 0.22 percent of outstanding consumer loans and leases at December 31, 2005 
compared to $738 million, representing 0.23 percent of outstanding consumer loans and leases at December 31, 2004. 
Nonperforming residential mortgages increased $16 million primarily due to modest portfolio growth, partially offset by 
sales of $112 million in 2005. Nonperforming home equity lines increased $51 million due to the seasoning of the 
portfolio. Other consumer nonperforming loans and leases fell $24 million due to the continued liquidation of the 
portfolios in our previously exited consumer businesses and a decline in foreign nonperforming loans and leases. Broad- 
based loan growth offset the increase in nonperforming consumer loans resulting in an improvement in the 
nonperforming ratios. 
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Table 10 


Nonperforming Consumer Assets 
December 31 


(Dollars in millions) 2005 2004 2003 2002, 2001 
Nonperforming consumer loans and leases 
Residential mortgages i. eccccs cd ead bes Domes bie Ree We ee Racls Hes FRG dwlbs PER SOW bea $570 $554 $531 $612 $ 556 
Home equity Mines. . 22.5.5 ausatuenhn cube akeging aieqawienng Ai a dua Rene mintese mh Rain eiaen es ab eielaneen au 117 66 43 66 80 
Direct/Indiréct consumer 44.2 corsdenacerkeyv seeded (eae Gebel wea shae heed ive wees 37 33 28 30 27 
Other consumer «2.6 ci eeilichisaeed cided’ Phased be hbase dh sas Dehbae de eas 61 85 36 25 16 
Total nonperforming consumer loans and leases) ......... 0. eee eee eee 785 738 638 7338 679 
Consumer foreclosed properties ......... 00. c eee cece cee eee eee e eee eeneneeee 61 69 81 99 334 
Total nonperforming consumer assets?) ............. 0.00 cece eee eens $846 $807 $719 $832 $1,013 
Nonperforming consumer loans and leases as a percentage of outstanding consumer loans 
And! Gases. (RES tA LEG) soc suc. scestse Sask a tase ateeles ancwitedavene cc Bia His IE ee NE Ue bt ai aS ak orate 0.22% 0.23% 0.27% 0.387% 0.41% 
Nonperforming consumer assets as a percentage of outstanding consumer loans, leases 
and foreclosed properties (Restated) ......... 00... ccc ccc cece cence nee eeeee 0.24 0.25 0.30 0.42 0.61 


(1) In 2005, $50 million in Interest Income was estimated to be contractually due on nonperforming consumer loans and leases 
classified as nonperforming at December 31, 2005 provided that these loans and leases had been paid according to their terms and 
conditions. Of this amount, approximately $9 million was received and included in Net Income for 2005. 

(2) Balances do not include $5 million, $28 million, $16 million, $41 million, and $646 million of nonperforming consumer loans held- 
for-sale, included in Other Assets at December 31, 2005, 2004, 2003, 2002, and 2001, respectively. 

Table 11 presents the additions and reductions to nonperforming assets in the consumer portfolio during 2005 and 

2004. Net additions to nonperforming loans and leases in 2005 were $47 million compared to $100 million in 2004. 


Table 11 
Nonperforming Consumer Assets Activity 


(Dollars in millions) 2005 2004 
Nonperforming loans and leases 
Balance, January 1 os. sciigss cine ac egies esa sone e eas eee T Oke eRe EER OTe DEREK TE DE Ee eee TORE ED $ 738 $ 638 
Additions to nonperforming loans and leases: 
FleetBoston balance, April 1, 2004 20.0... ene nent eben eee e ene eens _— 122 
New nonaccrual loans and leases ...... 1. ene eee e eee e beeen eee teens 1,108 1,443 


Reductions in nonperforming loans and leases: 


Paydowns and payonss i512 054 Shoudeace a gues te hoa dence sgt eae hg a tha be puke eel aan Galaga tee ga ee (223) (363) 
Sales’ siiado caus aedxgon oho oeea,edhovawad nd Diss Lea Sane RET SEGA aaa bieinoeee LA eae een heanaw ae (112) (96) 
Returns to performing status jadscs 4 cease dteaie ee esGusdedtealeeea couse dtealesetdadusdademadade (531) (793) 
Charge-offs@) ..2:ccses etaieacs Gases paqrae ae A eRE. eee utee gaa gine eRe SS aeeEe aD AGES EAE eee eee eS (121) (128) 
Transfers to foreclosed properties: 3 2.Mssc5 yok sas deed eeaiaeles Shai Mee begs th hitead tana eee hae dee (69) (86) 
Transfers'to loans held=for-sale: i: 230i deewiarct einer eeamee yet wereunr as waning ed Susie weganiened (5) 1 
Total net additions to nonperforming loans and leases ........... 060. c ccc cee e eee e eens 47 100 
Total nonperforming loans and leases, December 31 ................ 0.0. c cece eects 785 738 
Foreclosed properties 
Boel chine oF arn heey Uso sci cod nde shee dceln lt acdc sp neo ade oe isan edocs desde ln artera beaded defo arab 8 eect bh ales 69 81 
Additions to foreclosed properties: 
FleetBoston balaricé;- April 1y:2004 is. cos gadis scec doesn chia Sacts es dics cates mbenseoberd Sadie, Madb caah's xbanavare dekh Snes, bn ails odbc angen aude eben ted _ 5 
New foreclosed properties: + «..2: 2.2.48 teadsdcbsenwedes tage deeded dadule ted dadobapmnindins tages dicbape dae aie 125 119 
Reductions in foreclosed properties: 
Sal6s. odaci cass dtr isened ad pede edd bedhead nF beading gael weted ata semes ad beadedad baamnceae bandanas eeemee aes (108) (123) 
WYItCGOWNS 25. aroncees a sGucs dada anes a abaedotad tea Rae eh anae dda awlen abides ee Daten eh ta gulsd ad amandanee (25) (13) 
Total net reductions in foreclosed properties .......... 0. cence eee e tebe eee nee (8) (12) 
Total foreclosed properties, December 31 ............ 0... ccc eect tet ee net enn n ene 61 69 
Nonperforming consumer assets, December 31 .................00 000s eeeee $ 846 $ 807 


(1) Consumer loans are generally returned to performing status when principal or interest is less than 90 days past due. 
(2) Our policy is not to classify consumer credit card and consumer non-real estate loans and leases as nonperforming; therefore, the 
charge-offs on these loans are not included above. 
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On-balance sheet consumer loans and leases 90 days or more past due and still accruing interest totaled $1.3 billion 
at December 31, 2005, and were up $131 million from December 31, 2004, primarily driven by a $122 million increase in 
credit card past due loans due to continued seasoning and growth. 


Commercial Portfolio Credit Risk Management 


Credit risk management for the commercial portfolio begins with an assessment of the credit risk profile of the 
borrower or counterparty based on an analysis of the borrower’s or counterparty’s financial position. As part of the 
overall credit risk assessment of a borrower or counterparty, each commercial credit exposure or transaction is assigned 
a risk rating and is subject to approval based on defined credit approval standards. Subsequent to loan origination, risk 
ratings are monitored on an ongoing basis. If necessary, risk ratings are adjusted to reflect changes in the borrower’s or 
counterparty’s financial condition, cash flow or financial situation. We use risk rating aggregations to measure and 
evaluate concentrations within portfolios. Risk ratings are a factor in determining the level of assigned economic capital 
and the allowance for credit losses. In making decisions regarding credit, we consider risk rating, collateral, country, 


industry and single name concentration limits while also balancing the total borrower or counterparty relationship and 
SVA. 


Our lines of business and Risk Management personnel use a variety of tools to continuously monitor a borrower’s or 
counterparty’s ability to perform under its obligations. Additionally, we utilize syndication of exposure to other entities, 


loan sales and other risk mitigation techniques to manage the size and risk profile of the loan portfolio. 


Table 12 presents outstanding commercial loans and leases for each year in the five-year period ending 
December 31, 2005. 


Table 12 


Outstanding Commercial Loans and Leases 


December 31 
2005 2004 2003 2002 2001 
(Dollars in millions) Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent 
Commercial—domestic ........ $140,533 64.3% $122,095 62.9% $ 91,491 69.7% $ 99,151 68.3% $110,981 67.7% 
Commercial real estate” ...... 35,766 16.4 32,319 16.7 19,367 14.7 20,205 13.9 22,655 13.8 
Commercial lease financing ... . 20,705 9.5 21,115 10.9 9,692 7A 10,386 7.2 11,404 7.0 
Commercial—foreign ......... 21,330 9.8 18,401 9.5 10,754 8.2 15,428 10.6 18,858 11.5 
Total commercial loans 
and leases ............ $218,334 100.0% $193,930 100.0% $131,304 100.0% $145,170 100.0% $163,898 100.0% 


(1) Includes domestic commercial real estate loans of $35,181 million, $31,879 million, $19,043 million, $19,910 million, and $22,272 
million at December 31, 2005, 2004, 2008, 2002, and 2001, respectively; and foreign commercial real estate loans of $585 million, 
$440 million, $324 million, $295 million, and $383 million at December 31, 2005, 2004, 2003, 2002, and 2001, respectively. 


Concentrations of Commercial Credit Risk 


Portfolio credit risk is evaluated and managed with a goal that concentrations of credit exposure do not result in 
undesirable levels of risk. We review, measure, and manage concentrations of credit exposure by industry, product, 
geography and customer relationship. Distribution of loans and leases by loan size is an additional measure of the 
portfolio risk diversification. We also review, measure, and manage commercial real estate loans by geographic location 
and property type. In addition, within our international portfolio, we evaluate borrowings by region and by country. 
Tables 13 through 19 summarize these concentrations. 


From the perspective of portfolio risk management, customer concentration management is most relevant in Global 
Capital Markets and Investment Banking. Within that portfolio, concentrations are actively managed through the 
underwriting and ongoing monitoring processes, the established strategy of “originate to distribute”, and partly through 
the purchase of credit protection through credit derivatives. We utilize various risk mitigation tools to economically 
hedge our risk to certain credit counterparties. Credit derivatives are financial instruments that we purchase for 
protection against the deterioration of credit quality. Earnings volatility increases due to accounting asymmetry as we 
mark to market the CDS, as required by SFAS 133, while the loans are recorded at historical cost less an allowance for 
credit losses or, if held-for-sale, at the lower of cost or market. 
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At December 31, 2005 and 2004, we had a net notional amount of credit default protection purchased in our credit 
derivatives portfolio of $14.7 billion and $10.8 billion. Our credit portfolio hedges, including the impact of 
mark-to-market, resulted in net gains of $49 million in 2005 and net losses of $144 million in 2004. Gains for 2005 
primarily reflected the impact of spread widening in certain industries in the first half of the year. 


Table 13 shows commercial utilized credit exposure by industry based on Standard & Poor’s industry classifications 
and includes commercial loans and leases, SBLCs and financial guarantees, derivative assets, assets held-for-sale, and 
commercial letters of credit. These amounts exclude the impact of our credit hedging activities, which are separately 
included in the table. To lessen the cost of obtaining our desired credit protection levels, credit exposure may be added 
within an industry, borrower or counterparty group by selling protection. A negative notional amount indicates a net 
amount of protection purchased in a particular industry; conversely, a positive notional amount indicates a net amount 
of protection sold in a particular industry. Credit protection is purchased to cover the funded portion as well as the 
unfunded portion of credit exposure. As shown in the table below, commercial utilized credit exposure is diversified 
across a range of industries. 


Table 13 
Commercial Utilized Credit Exposure and Net Credit Default Protection by Industry 


Commercial Utilized Credit Exposure” Net Credit Default Protection® 


December 31 December 31 

(Dollars in millions) 2005 2004 2005 2004 
Real estate® 0.0... ccc cece cee eee eee $ 41,665 $ 36,672 $ (788) $ (268) 
Banks osc cieciccccda ciao nes. Gandavts ew ione ane es 26,514 25,265 31 61 
Diversified financials ............... 0.0 eeee 25,859 25,932 (543) (1,177) 
Retailing: fees caneadadavis tenwagended chatedae es 23,913 23,149 (1,124) (829) 
Education and government .............2...0005 22,331 17,429 _ _— 
Individuals and trusts ................0 cece eee 17,237 16,110 (30) _ 
Materials) wies cc ncengndenesaguaes oon thauaa ede 16,477 14,123 (1,149) (469) 
Consumer durables and apparel................. 14,988 13,427 (772) (406) 
Capital 20008 ss, ..2ccesgiedne de: ncboarans ted Snctiedna tm achasdon 13,640 12,633 (751) (819) 
Commercial services and supplies ............... 13,605 11,944 (472) (175) 
Transportation. <2 <daurndaaeed en deaa deans te te 13,449 13,234 (392) (143) 
Healthcare equipment and services .............. 13,294 12,196 (709) (354) 
Leisure and sports, hotels and restaurants ....... 13,005 13,331 (874) (357) 
Food, beverage and tobacco ...........0000ee eee 11,578 11,687 (621) (226) 
OT SY ace Seg aa ase aiesteckin noe see ude actus een antes 9,992 7,579 (559) (457) 
Média. 4 casdacg seine nt edad oaueenede eaenenis ae 6,608 6,232 (1,790) (801) 
Religious and social organizations ............... 6,340 5,710 _ _ 
Utilitiesteic cic. acieadesand Oates coe eagee eaees 4,858 5,615 (899) (402) 
TRSUPANCE 36:64 -c6 5 ose ea Os CEG ETRE ee OA 4,692 5,851 (1,453) (643) 
Food and staples retailing ..................000% 3,802 3,610 (334) (258) 
Technology hardware and equipment ............ 3,737 3,398 (563) (301) 
Telecommunication services .............0e0000- 3,461 3,030 (1,205) (808) 
Software and services .............0 eee eee eee 2,668 3,292 (299) (181) 
Automobiles and components ...........--.-+-+005 1,681 1,894 (679) (1,481) 
Pharmaceuticals and biotechnology .............. 1,647 1,441 (470) (202) 
Household and personal products ............... 379 371 15 8 
Others cacaccega cane ceaauane hen eeneg adboeaas 2,587 3,132 1,677 (260) 

Total xoicctdondeshetdeuvuned yaSdeeee sane $320,007 $298,287 $(14,693) $(10,848) 


(1) Derivative assets are reported on a mark-to-market basis and have not been reduced by the amount of collateral applied. Derivative 
asset collateral totaled $17.1 billion and $17.7 billion at December 31, 2005 and 2004. 

(2) Represents notional amounts at December 31, 2005 and 2004. 

(3) Industries are viewed from a variety of perspectives to best isolate the perceived risks. For purposes of this table, the real estate 
industry is defined based upon the borrowers’ or counterparties’ primary business activity using operating cash flow and primary 
source of repayment as key factors. 

(4) Represents net CDS index positions, which were principally investment grade. Indices are comprised of corporate credit derivatives 
that trade as an aggregate index value. Generally, they are grouped into portfolios based on specific ratings of credit quality or 
global geographic location. As of December 31, 2005, CDS index positions were sold to reflect a short-term positive view of the credit 
markets. 
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Table 14 shows the maturity profile of the net credit default protection portfolio at December 31, 2005 and 2004. 


Table 14 
Net Credit Default Protection by Maturity Profile 


December 31 


2005 2004 
Less than or equal to one year 2... ene e een een e eee eee e teen eens — % 3% 
Greater than one year and less than or equal to five years ........ 0... ccc eect eee eens 65 87 
Gréater than five years v.35. dada tenes aa enc eae Rew HE AROD CDE DORE KE OER AREA G DROME ERRNO ODED 35 10 
Total g.scascesectene a Scere bb ie dey aw beset BARES DG BES BEG Se des Sa Sad SHSORRAN Hew aOR RE ERS 100% 100% 


Table 15 shows our net credit default protection portfolio by credit exposure debt rating at December 31, 2005 and 
2004. 


Table 15 
Net Credit Default Protection by Credit Exposure Debt Rating 


(Dollars in millions) December 31 
2005 2004 

Ratings Net Notional Percent Net Notional Percent 
aa arse ses essvly acters Sesclb atop chetnt tea tbeth aoe eich Rauttea sobs tok mate escetusiteaase eo eetee ea $ 22 0.2% $ 89 0.8% 
BA. es dec tieS RAGE BASE AE RS Ha OES MAW SER EW IS Was BAS eae Roe 523 3.6 340 3.1 
DD eee eth rete nhl daa austen deere. ceaesta pee stevsen na desc oe Saeie stereos ds ease eee ade evens 4,861 33.1 2,884 26.6 
BBB iia siscceeaieung aati eters 8 alacant aed Bees Alay Gane athe a aas nee 8,572 58.2 5,777 53.3 
BB? vais 85S epheindenane a deicind ainda don eeda wreaths dave die Bue wea 1,792 12.2 1,233 11.4 
Biase isiun de ies etna Mencha nein elo atin diag a adaeate tr dt ta Masala te atal hes 424 2.9 250 2.3 
CCC and! below s.02s1tsedededds aicagrdtedieaes teak gel eeeedate es 149 1.0 15 0.1 
NRO ch-2cudateuuk cau asiind esa aededilan eh ea eelsn weed the (1,650) (11.2) 260 2.4 

MObalies cacnteneic ceded iciacatientind eateadhee avag inka ne Peake eiaee $14,693 100.0% $10,848 100.0% 


(1) In addition to unrated names, “NR” includes $1,677 million in net CDS index positions. While index positions are principally 
investment grade, CDS indices include names in and across each of the ratings categories. 
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Table 16 presents outstanding commercial real estate loans and the geographic region and property type 
diversification. The amounts outstanding exclude commercial loans and leases secured by owner-occupied real estate. 
Commercial loans and leases secured by owner-occupied real estate are made on the general creditworthiness of the 
borrower where real estate is obtained as additional security and the ultimate repayment of the credit is not dependent 
on the sale, lease and rental, or refinancing of the real estate. For purposes of this table, commercial real estate reflects 
loans dependent on the sale, lease and rental, or refinancing of the real estate as the primary source of repayment. 


Table 16 


Outstanding Commercial Real Estate Loans 
December 31 


(Dollars in millions) 2005 2004 
By Geographic Region” 
Califor: 3. :ac%ds tak candies bandeds tanwead po eVGE Sins eas saddeweds vowed pe baeeads Cabos pedaae eds one $ 7,615 $ 6,293 
INGItHGASE: 26h ci deen deared WA 2 ene h ee Ee GeWE Lae eRe ee EOaTea aw eee see eae eewed bee tebe wae oredw ee nee 6,337 6,700 
BOP as sce ecm sraondee ng dsaw dea Relata vig de aed sures Peiaaanidee Meda awam Blea aie ba eae eed Rem anak ER save wa Meme somes 4,507 3,562 
MOULNCAS bir cate auidten arena re cces Sue ante atin dcerang re Mona a laeuhch anit aasnee ace a aie aneat nb nidceraagre everest atn mtmmasnteeeis aus ane ete & 4,370 3,448 
DOUtNWEStintc te yeee nay teddiherehed hadtekdniesrsedreeeteGdrta what meowadaunse vee sane wead ddeeasead 3,658 3,265 
IMD OSU si ce dees spat a buen Race Sue tutes es ne Aces nee nee ie aden essa teen nae aus GD NN, dues alone HU eee se aaa Sea ane 2,595 1,860 
TONIC Gece de acest arate eset sae ceased oy Siren hs ce enene ica fa Deeg ah cela afk ol Aang dpe ayaa cele aanane nla te iat Robare leaned awe 2,048 2,038 
Mid SOtthh i ccna: soars ssveen aise dea wractse aoandia ie nah a ances Que a sonvaia wae arava dra when Ryauw dia sea e woRabe ibe aysosbi ued Hees See ela a aonUbea 1,485 on 
QEHE? ics hg es Saarene.s Pk oedied eae alae ned we dese DEa enon eee e dae eaNIO RE Pe om MIR hose tA D Eaae ae eases 873 1,18 
Geographically: diversified) 5.54.6 s00 ss Vea toe oe dire ode con dia Sia bod wide dw ged deta Wi dhe bod artned BRI Guang We Soeere ls Weve wean 1,693 2,150 
Non-US: sacceaaccadre cane dau.ea seca Gaim Sava Ya adaraa mus mane dase ay aate @ elk baie Bs Shad naioernauaa waa awe seoHS 585 440 
Dotaliticc cncacecarscnesaargensee anes weaae seas eae sen eae ates eee amamee sane eeamaeaen eae eeaieads $35,766 $32,319 
By Property Type 
REST ential 3d ju soles bx Sues bos cee techie ene chien Pe wrk ee ae asa ar ata Recta ant sian pea anew Rigi Gane dae doer ee $ 7,601 $ 5,992 
Office buildings: socisic dean see da wren eases 6 aan edoads Seka ones Sue at wae da ave neaig lea Aton Be Cet soe Blea Naue Ya wlan 4,984 5,434 
PAPAL TIA OTIS 5 cts te aetede an seus enttssstgs ule Teese gue dorsi bo aos ie Ay sesieteeas aalg. © ea eomesnca  Raanre inca Seba oe oneatla bane gomcaliane aceye tonpites @ee Tone eoaian es 4,461 4,940 
Shopping centers/Tretall 5. .iede pacen wkd vaio ea eee ewe) he DEW RENE Se ORES aE Weeds wae wee aN ee hee 4,165 4,490 
Land and land development. ...36445 casvaed seadneids cae eeed ec ndne ads Cnheeed saamatads Evhowad aedawed ® cad 3,715 2,388 
Industrial warehouse. 22.5, atos asistecca nade ander acacteas dig Uomo as genae ae emmunn wb Eigteaa gaia euaumtts as ianaeey 3,031 2,263 
Multiple 0186: 3.3 sacha tata dunes Sede SEO eds Ra stewhda RERDa eee Bae dae eee de Bas Sound REROa ea ten Saees 996 744 
Hotels/motels! 614.5 vas icacsctawdids cahonad sedaae ide cnawkag ec haseaes CyoRae saber hep Usawwad be beaieduds ee 790 909 
FRESOTUS ssa teschas tales latin t acerertd onrheR eid eek wale atin luo e lerale caine he tern ear aakcocd uh dart Wace tormsaee lachlan Wa talon Sucetocn lela endive oetoaand 183 252 
OUR EH) ois acca Gdns Pada cease a dco dees Be Sas Rela auia’s Gai aceald aie al deus draans Daa bes Siem nado re gg atearaeien eens 5,840 4,907 
PGA ii seat a ee ese eceeuecctic itty ce ogee a eerste cet ie ue levee raeesienesied sete, erage eOa cia ele tobe sete i aus Rtovecect aeteuenatie atte $35,766 $32,319 


(1) Distribution is based on geographic location of collateral. Geographic regions are in the U.S. unless otherwise noted. 

(2) The geographically diversified category is comprised primarily of unsecured outstandings to real estate investment trusts and 
national homebuilders whose portfolios of properties span multiple geographic regions. 

(3) Represents loans to borrowers whose primary business is commercial real estate, but the exposure is not secured by the listed 
property types. 


Foreign Portfolio 


Table 17 sets forth total foreign exposure broken out by region at December 31, 2005 and 2004. Total foreign 
exposure is defined to include credit exposure, net of local liabilities, plus securities and other investments for all 
exposure with a country of risk other than the United States. 


Table 17 
Regional Foreign Exposure 
December 31 
(Dollars in millions) 2005 2004 
ATO PO, auerartecene,aisapseece aebasieistecn adie arte aae. eietasieiace t g)Aie masencn nae cielsoen aeeeg tonaeen se mienatoa acne $61,953 $62,428 
Asia Pacific?) sy leaiyouk gnwiie ee ated and aon daw gies eerara Rie Rob we ele ewe alee MO Hane mean 14,113 10,736 
LatinvAMerica®) «icc ease cgiut ase nawse eA aes Wms VE LRRTIN ORES MORME RIAN eae aes 10,651 10,948 
Middle: Hast: ¢.05 2nalesGdchsaua ck eieaea shew etadebel eect eauaeei gee Qes shiadetede 616 527 
AMIE i232 katea geod ae dea eede Hee ERT GES hee a ad ge Pa Rae eee deka Raa daeea as 110 238 
OTR SE EY toh f aea sn anassiertca dates ereaniatedn aad ade Moe Bintan eibiadn aateieuteedeieaaleee aaaieeen aan edieadainu te wade eat ae 4,778 5,327 
DOtall acd csscndien eae dieses a cack 2aGadk deere ae Ha de ware b Macere ene A Ga aed wae ak anemia ee $92,221 $90,204 


(1) Reflects the subtraction of local funding or liabilities from local exposures as allowed by the Federal Financial Institutions 
Examination Council (FFIEC). 

(2) Includes Australia and New Zealand. 

(3) Includes Bermuda and Cayman Islands. 

(4) Other includes Canada and supranational entities. 
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Our total foreign exposure was $92.2 billion at December 31, 2005, an increase of $2.0 billion from December 31, 
2004. Our foreign exposure was concentrated in Europe, which accounted for $62.0 billion, or 67 percent, of total foreign 
exposure. The European exposure was mostly in Western Europe and was distributed across a variety of industries with 
the largest concentration in the banking sector that accounted for 47 percent of the total exposure in Europe. At 
December 31, 2005, the United Kingdom and Germany were the only countries whose total cross-border outstandings 
exceeded 0.75 percent of our total assets. 


Our second largest foreign exposure of $14.1 billion, or 15 percent, was in Asia Pacific as growth in the total foreign 
exposure during 2005 was concentrated in that region. Our $3.0 billion equity investment in CCB was the most 
significant driver of the growth. Latin America accounted for $10.7 billion, or 12 percent, of total foreign exposure. The 
decline in exposure in Latin America during 2005 was primarily due to the sales of branch assets in Peru, Colombia and 
Panama as well as the reduction of exposure in Argentina, partially offset by an increase in Mexico. For more 
information on our Asia Pacific and Latin America exposure, see discussion in the foreign exposure to selected countries 
defined as emerging markets on page 58. 


As shown in Table 18, at December 31, 2005 and 2004, the United Kingdom had total cross-border exposure of $22.9 
billion and $11.9 billion, representing 1.78 percent and 1.07 percent of total assets. At December 31, 2005 and 2004, 
Germany had total cross-border exposure of $12.5 billion and $12.0 billion, representing 0.97 percent and 1.08 percent of 
total assets. At December 31, 2005, the largest concentration of the exposure to these countries was in the private sector. 


Table 18 


Total Cross-border Exposure Exceeding One Percent of Total Assets‘1.2) 


Exposure 
Cross- as a Percentage 
Public Private border of Total Assets 
(Dollars in millions) December 31 Sector Banks Sector Exposure (Restated) 
United Kingdom 2005 $298 $8,915 $13,727 $22,940 1.78% 
2004 74 3,239 8,606 11,919 1.07 
2003 143 3,426 6,552 10,121 1.41 
Germany 2005 $285 $5,751 $ 6,484 $12,520 0.97% 
2004 659 6,251 5,081 11,991 1.08 
2003 441 3,436 2,978 6,855 0.95 


(1) Exposure includes cross-border claims by our foreign offices as follows: loans, accrued interest receivable, acceptances, time deposits 
placed, trading account assets, securities, derivative assets, other interest-earning investments and other monetary assets. 
Amounts also include unused commitments, SBLCs, commercial letters of credit and formal guarantees. Sector definitions are 
based on the FFIEC instructions for preparing the Country Exposure Report. 

(2) The total cross-border exposure for the United Kingdom and Germany at December 31, 2005 includes derivatives exposure of $2.3 
billion and $3.4 billion, against which we hold collateral totaling $1.9 billion and $2.6 billion. 


As shown in Table 19, at December 31, 2005, foreign exposure to borrowers or counterparties in emerging markets 
increased by $1.6 billion to $17.2 billion compared to $15.6 billion at December 31, 2004, and represented 19 percent and 
17 percent of total foreign exposure at December 31, 2005 and 2004. 


At December 31, 2005, 51 percent of the emerging markets exposure was in Asia Pacific, compared to 40 percent at 
December 31, 2004. Asia Pacific emerging markets exposure increased by $2.4 billion due to our $3.0 billion equity 
investment in CCB partially offset by declines in other countries. 


At December 31, 2005, 48 percent of the emerging markets exposure was in Latin America compared to 58 percent 
at December 31, 2004. Driving the decrease in Latin America were mostly lower exposures in Other Latin America and 
Argentina, partially offset by an increase in Mexico. Lower exposures in Other Latin America were attributable to the 
sales of branch assets in Peru, Colombia and Panama, as well as lower securities trading exposure in Venezuela. The 
reduction in Argentina was mostly in cross-border exposure. Our 24.9 percent investment in Grupo Financiero 
Santander Serfin accounted for $2.1 billion and $1.9 billion of reported exposure in Mexico at December 31, 2005 and 
2004. 


Our largest exposure in Latin America was in Brazil. Our exposure in Brazil at December 31, 2005 and 2004 
included $1.2 billion and $1.6 billion of traditional cross-border credit exposure (Loans and Leases, letters of credit, etc.), 
and $2.2 billion and $1.8 billion of local country exposure net of local liabilities. 


We had risk mitigation instruments associated with certain exposures in Brazil, including structured trade related 
transfer risk mitigation of $830 million and $950 million, third party funding of $313 million and $286 million, and 
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linked certificates of deposit of $59 million and $125 million at December 31, 2005 and 2004. The resulting total foreign 
exposure net of risk mitigation for Brazil was $2.3 billion and $2.2 billion at December 31, 2005 and 2004. 


On October 13, 2005, we announced an agreement to sell our asset management business in Mexico with $1.8 billion 
of assets under management to an entity in which we have a 24.9 percent investment. The sale will be completed in 
2006. 


In December 2005, we entered into a definitive agreement with a consortium led by Johannesburg-based Standard 
Bank Group Ltd for the sale of BankBoston Argentina assets and the assumption of liabilities. The transaction is subject 
to obtaining all necessary regulatory approvals. 

Table 19 sets forth regional foreign exposure to selected countries defined as emerging markets. 


Table 19 
Selected Emerging Markets” 
Local 
Country Total Increase/ 
Loans and Total Exposure Foreign (Decrease) 
Leases, and Securities/ Cross- Net of Exposure from 
Loan Other _ Derivative Other border Local December 31, December 31, 

(Dollars in millions) Commitments Financing?) Assets®) Investments) Exposure®) Liabilities 2005 2004 
Region/Country 
Asia Pacific 
China) 2 cis iccwasedacales $ 172 $ 91 $110 $3,031 $ 3,404 $ = $ 3,404 $3,296 
TCL, Aectcen aes hone hacia 547 176 341 482 1,546 45 1,591 99 
South Korea............. 267 474 52 305 1,098 57 1,155 (228) 
Taiwan ............0000, 266 77 84 48 475 448 923 (404) 
Hong Kong .............. 216 76 99 216 607 — 607 (512) 
Singapore ............... 209 7 45 209 470 _ 470 130 
Other Asia Pacific®) ...... 46 88 43 248 425 170 595 49 

Total Asia Pacific .... 1,723 989 774 4,539 8,025 720 8,745 2,430 
Latin America 
Brawil se iccggeness dae8s 1,008 187 — 44 1,239 2,232 3,471 (79) 
Mexico...........0000005 821 176 58 2,271 3,326 _ 3,326 460 
Chile) cies ounddcarerens sere 236 19 _ 8 263 717 980 (200) 
Argentina ............... 68 24 _ 102 194 _ 194 (197) 
Other Latin America® .... 126 134 7 84 351 8 359 (716) 

Total Latin 

America............ 2,259 540 65 2,509 5,373 2,957 8,330 (732) 

Central and Eastern 

Europe® ............. 26 42 9 65 142 _ 142 (99) 

Total ¢c5.cicxkcacens $4,008 $1,571 $848 $7,113 $13,540 $3,677 $17,217 $1,599 


(1) There is no generally accepted definition of emerging markets. The definition that we use includes all countries in Latin America 
excluding Cayman Islands and Bermuda; all countries in Asia Pacific excluding Japan, Australia and New Zealand; and all 
countries in Central and Eastern Europe excluding Greece. 

(2) Includes acceptances, SBLCs, commercial letters of credit and formal guarantees. 

(3) Derivative assets are reported on a mark-to-market basis and have not been reduced by the amount of collateral applied. Derivative 
asset collateral totaled $58 million and $361 million at December 31, 2005 and 2004. 

(4) Generally, cross-border resale agreements are presented based on the domicile of the counterparty because the counterparty has 
the legal obligation for repayment except where the underlying securities are U.S. Treasuries, in which case the domicile is the 
U.S., and therefore, excluded from this presentation. For regulatory reporting under FFIEC guidelines, cross-border resale 
agreements are presented based on the domicile of the issuer of the securities that are held as collateral. 

(5) Cross-border exposure includes amounts payable to us by borrowers or counterparties with a country of residence other than the 
one in which the credit is booked, regardless of the currency in which the claim is denominated, consistent with FFIEC reporting 
rules. 

(6) Local country exposure includes amounts payable to us by borrowers with a country of residence in which the credit is booked, 
regardless of the currency in which the claim is denominated. Management subtracts local funding or liabilities from local 
exposures as allowed by the FFIEC. Total amount of available local liabilities funding local country exposure at December 31, 2005 
was $24.2 billion compared to $17.2 billion at December 31, 2004. Local liabilities at December 31, 2005 in Asia Pacific and Latin 
America were $13.6 billion and $10.6 billion of which $8.4 billion were in Hong Kong, $5.3 billion in Brazil, $3.1 billion in 
Singapore, $1.7 billion in Argentina, $1.6 billion in Chile, $1.2 billion in Mexico, $782 million in India and $718 million in Uruguay. 
There were no other countries with available local liabilities funding local country exposure greater than $500 million. 

(7) Securities/Other Investments includes equity investment of $3.0 billion in CCB. 

(8) Other Asia Pacific, Other Latin America, and Central and Eastern Europe include countries each with total foreign exposure of less 
than $300 million. 
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Commercial Portfolio Credit Quality Performance 


Overall commercial credit quality continued to improve in 2005; however, the rate of improvement slowed in the 
second half of the year. 


Table 20 presents commercial net charge-offs and net charge-off ratios for 2005 and 2004. 


Table 20 
Commercial Net Charge-offs and Net Charge-off Ratios” 
2005 2004 
(Dollars in millions) Amount Percent Amount Percent 
Commercial—domestic ........... 06.00 cece ete teeeeee ees $170 0.138% $177 0.15% 
Commercial real estate ....... 0... e tnt eens _ _ (3) (0.01) 
Commercial lease financing ........... 0. cece eee 231 1.13 9 0.05 
Commercial—foreign ......... 0.0. c ec cnet eee eee (72) (0.39) 173 1.05 
Total commercial ...................0. cece eect eee ees $329 0.16% $356 0.20% 


(1) Percentage amounts are calculated as net charge-offs divided by average outstanding loans and leases during the year for each loan 
category. 


Commercial net charge-offs were $329 million for 2005 compared to $356 million for 2004. Commercial lease 
financing net charge-offs increased $222 million in 2005 compared to 2004 primarily due to the domestic airline 
industry. Commercial—foreign net recoveries were $72 million in 2005 compared to net charge-offs of $173 million in 
2004. Recoveries were centered in Bermuda, Latin America, India and the United Kingdom. Commercial—foreign net 
charge-offs of $173 million in 2004 were primarily related to one borrower in the food products industry. 


As presented in Table 21, commercial criticized credit exposure decreased $2.7 billion, or 27 percent, to $7.5 billion 
at December 31, 2005. The net decrease was driven by $9.9 billion of paydowns, payoffs, credit quality improvements, 
charge-offs principally related to the domestic airline industry, and loan sales. Reductions were distributed across many 
industries of which the largest were airlines, utilities and media. These decreases were partially offset by $7.2 billion of 
newly criticized exposure. Global Business and Financial Services accounted for 54 percent, or $1.5 billion, of the 
decrease in commercial criticized exposure centered in Commercial Aviation, Latin America and Middle Market 
Banking, which comprised 20 percent, 15 percent and 9 percent of the total decrease. Global Capital Markets and 
Investment Banking accounted for 33 percent, or $896 million, of the decrease in criticized exposure. 


Table 21 


Commercial Criticized Exposure” 


December 31 


2005 2004 
(Dollars in millions) Amount Percent?) Amount Percent?) 
Commercial—domestic ............ 0c eee eee $5,259 2.62% $ 6,340 3.38% 
Commercial real estate ....... 0... cece eee cette een eee 723 1.63 1,028 2.54 
Commercial lease financing ............ 0. eee eee eres 611 2.95 1,347 6.38 
Commercial—foreign ........... cece cnet ee eens 934 1.73 1,534 3.12 
Total commercial criticized exposure ................. $7,527 2.35% $10,249 3.44% 


(1) Criticized exposure corresponds to the Special Mention, Substandard and Doubtful asset categories defined by regulatory 
authorities. Exposure amounts include loans and leases, SBLCs and financial guarantees, derivative assets, assets held-for-sale 
and commercial letters of credit. 

(2) Commercial criticized exposure is taken as a percentage of total commercial utilized exposure. 


We routinely review the loan and lease portfolio to determine if any credit exposure should be placed on 
nonperforming status. An asset is placed on nonperforming status when it is determined that full collection of principal 
and/or interest in accordance with its contractual terms is not probable. As presented in Table 22, nonperforming 
commercial assets decreased $891 million to $757 million at December 31, 2005 due primarily to the $749 million 
decrease in nonperforming commercial loans and leases. 


The decrease in total nonperforming commercial loans and leases primarily resulted from paydowns and payoffs of 
$686 million, gross charge-offs of $669 million, returns to performing status of $152 million and loan sales of $108 
million. These decreases were partially offset by new nonaccrual loans of $929 million. 
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Nonperforming commercial—domestic loans and leases decreased by $274 million and represented 0.41 percent of 
commercial—domestic loans and leases at December 31, 2005 compared to 0.70 percent at December 31, 2004. The 
improvement in the percentage of nonperforming commercial—domestic to total commercial—domestic was driven by a 
broad-based decrease in nonperforming loans and leases across several industries, the largest of which were utilities, 
and metals and mining. Nonperforming commercial lease financing decreased $204 million primarily due to the 
previously mentioned charge-offs associated with the domestic airline industry, and represented 0.30 percent of 
commercial lease financing at December 31, 2005 compared to 1.26 percent at December 31, 2004. Nonperforming 
commercial—foreign decreased $233 million and represented 0.16 percent of commercial—foreign at December 31, 2005 
compared to 1.45 percent at December 31, 2004. The improvement in the percentage of nonperforming commercial— 
foreign to total commercial—foreign was attributable to Latin America. 


The $140 million decrease in nonperforming securities from December 31, 2004 was primarily driven by an 
exchange of nonperforming securities for performing securities in Argentina that resulted from the completion of a 
government mandated securities exchange program. 


Table 22 presents nonperforming commercial assets for each year in the five-year period ending December 31, 2005. 


Table 22 
Nonperforming Commercial Assets 
December 31 
(Dollars in millions) 2005 2004 2003 2002 2001 
Nonperforming commercial loans and leases 
Commercial —domesti¢ 1%. caciis ccd cgoies hod eae ned TERY Lhe a aRnele Ae PLR UES CEN $581 $ 855 $1,388 $2,621 $2,991 
Commercial realestate) «. cs2.duce sites eases ead tia MER ee Rd Aae pene eee eaae 49 87 142 164 243 
Commercial lease financing ........... 0... cece cee ect eee e eee enaee 62 266 127 160 134 
Commercial—foreign 26 ates ach aeeany dewientsacnewans dane oae pee e cada eeeseannd > 34 267 578 1,359 459 
Total nonperforming commercial loans and leases) ........ 0.0... cece ee eee 726 1,475 2,235 4,304 3,827 
Nonperforming securities? 0.0.0... cnn ee nee een n eens = 140 
Commercial foreclosed properties ......... 0... cece eee eeee ee en eee eenanee 31 33 67 126 68 
Total nonperforming commercial assets® ..............0.. 00000 e eee $757 $1,648 $2,302 $4,430 $3,895 
Nonperforming commercial loans and leases as a percentage of outstanding 
commercial loans and leases .......... 0... cece cece ett tee e eee eeeeees 0.338% 0.76% 1.70% 2.96% 2.33% 
Nonperforming commercial assets as a percentage of outstanding commercial loans, 
leases and foreclosed properties ............. cece eee cece eee eee e eee e eens 0.35 0.85 1.75 3.05 2.38 


(1) In 2005, $51 million in Interest Income was estimated to be contractually due on nonperforming commercial loans and leases 
classified as nonperforming at December 31, 2005, including troubled debt restructured loans of which $31 million were performing 
at December 31, 2005 and not included in the table above. Approximately $15 million of the estimated $51 million in contractual 
interest was received and included in net income for 2005. 

(2) Primarily related to international securities held in the AFS portfolio. 

(3) Balances do not include $45 million, $123 million, $186 million, $73 million, and $289 million of nonperforming commercial assets, 
primarily commercial loans held-for-sale, included in Other Assets at December 31, 2005, 2004, 2003, 2002, and 2001, respectively. 
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Table 23 presents the additions and reductions to nonperforming assets in the commercial portfolio during 2005 and 


2004. 


Table 23 
Nonperforming Commercial Assets Activity 
(Dollars in millions) 


Nonperforming loans and leases 


Balance; Janwary Yo.) cess ooGs tad cae wees Shea haa ead eee ehh 


Additions to nonperforming loans and leases: 


FleetBoston balance, April 1, 2004 ........ 0... eens 
New nonaccrual loans and leases .......... 00. c cece cece tenet n ene ene 
INAV ATICOS 3.05 2h bois recs Bos Bpedeeea te shah Doctor Steet adhe heehee Deca eau eae ea ted ce 


Reductions in nonperforming loans and leases: 


Paydowns and: payotts:. « siscccss sesso ce an eh ee nese tidane tack Shien aade nets 
MILES Gasca accacaises esters assectn tics teuanice? Stn Ae daseteia ia Retesatatereectoie aatdaeta aueatetaanetn eine tat 
Returns to performing status) 0.0... . eects 
Chargesotise) .cssegcbvawidquas engage Veeaae es Gage ew ad ia BS Gang 
Transfers to loans held-for-sale........ 0.0... cc cece eee cent eee eens 


Total net reductions in nonperforming loans and leases............... 


Total nonperforming loans and leases, December 31 ........ 


Nonperforming securities 


Balance, January 1 ......... 0... ce nett cnet enee 


Additions to nonperforming securities: 


FleetBoston balance, April 1, 2004.00.00... 0. teens 
New nonaccrual securities ....... 0... ccc ccc cnet ene teen eene 


Reductions in nonperforming securities: 


Paydowns, payoffs, and exchanges ........... 0. ccc eee cece teen e ee neees 
PLS hected genser sna eect Mosse easvis eusisesen tases dassesint aniseed aseade ictus dau seeseeone de eon arasireuad 


Total net additions to (reductions in) nonperforming securities ........ 


Total nonperforming securities, December 31............... 


Foreclosed properties 


Balance; January Is. . ch bie ke ch chester seed cha tdead bag eee eho de 


Additions to foreclosed properties: 


FleetBoston balance, April 1, 2004 ........ 00... cc ccc ce eee eee 
New foreclosed properties ........ 0... ccc eee eee e eee enenenes 


Reductions in foreclosed properties: 


Ales: feces d tenga dere dobcnary: bela beds eM ADRES OES REDA RE EAS SoS 


2005 2004 


$1,475 $ 2,235 


- 948 
892 1,272 
37 82 


(686) (1,392) 
(108) (515) 
(152) (348) 
(669) (640) 


(44) (145) 
(19) (22) 
(749) (760) 
726 1,475 
140 = 
= 135 
15 56 
(144) (39) 
(11) (12) 
(140) 140 
- 140 


33 67 
= 9 

32 4A 
(24) (74) 

(8) (13) 
i 
(2) (34) 

31 33 


$ 757 $1,648 


(1) Commercial loans and leases may be restored to performing status when all principal and interest is current and full repayment of 
the remaining contractual principal and interest is expected, or when the loan otherwise becomes well secured and is in the process 


of collection. 


(2) Certain loan and lease products, including commercial credit card, are not classified as nonperforming; therefore, the charge-offs on 


these loans are not included above. 
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At December 31, 2005, Other Assets included commercial loans held-for-sale of $7.3 billion, of which $45 million was 
nonperforming, and leveraged lease partnership interests of $183 million. At December 31, 2005, there were no 
nonperforming leveraged lease partnership interests. At December 31, 2004, Other Assets included $1.3 billion and $198 
million of commercial loans held-for-sale and leveraged lease partnership interests, of which, $100 million and $23 
million were nonperforming. 


Commercial loans and leases 90 days or more past due and still accruing interest, were $168 million at 
December 31, 2005, an increase of $30 million compared to December 31, 2004. The increase was driven by commercial 
—foreign loans in the U.K. See Note 1 of the Consolidated Financial Statements for additional information on past due 
commercial loans and leases. 


Provision for Credit Losses 
The Provision for Credit Losses was $4.0 billion, a 45 percent increase over 2004. 


The consumer portion of the Provision for Credit Losses increased $992 million to $4.4 billion in 2005, primarily 
driven by consumer net charge-offs of $4.2 billion. Credit card net charge-offs increased $1.3 billion from 2004 to $3.7 
billion with an estimated $578 million related to the increase in bankruptcy filings as customers rushed to file ahead of 
the new law. Also contributing to the increase in credit card net charge-offs were organic growth and seasoning of the 
portfolio, increases effective in 2004 in credit card minimum payment requirements, the impact of the FleetBoston 
portfolio and the impact of new advances on accounts for which previous loan balances were sold to the securitization 
trusts. We estimate that approximately 70 percent of the bankruptcy-related charge-offs represent acceleration of 
charge-offs from 2006. Excluding bankruptcy-related charge-offs representing acceleration from 2006 and charge-offs 
associated with the 2004 changes in credit card minimum payment requirements that were provided for in late 2004, the 
increased credit card net charge-offs were the primary driver of higher Provision for Credit Losses. In addition, the 
Provision for Credit Losses was impacted by new advances on accounts for which previous loan balances were sold to the 
securitization trusts, and the establishment of reserves in 2005 for additional changes made in late 2005 in credit card 
minimum payment requirements. The establishment of a $50 million reserve associated with Hurricane Katrina for 
estimated losses on residential mortgage, home equity and indirect automobile products also contributed to the provision 
increase. 


The commercial portion of the Provision for Credit Losses increased $161 million to negative $370 million. The 
negative provision in 2005 reflects continued improvement in commercial credit quality, although at a slower pace than 
experienced in 2004. An improved risk profile in Latin America and reduced uncertainties resulting from the completion 
of credit-related integration activities for FleetBoston also drove the negative provision. 


The Provision for Credit Losses related to unfunded lending commitments increased $92 million to negative $7 
million as the rate of improvement in commercial credit quality slowed. 


Allowance for Credit Losses 
Allowance for Loan and Lease Losses 


The Allowance for Loan and Lease Losses is allocated based on two components. We evaluate the adequacy of the 
Allowance for Loan and Lease Losses based on the combined total of these two components. 


The first component of the Allowance for Loan and Lease Losses covers those commercial loans that are either 
nonperforming or impaired. An allowance is allocated when the discounted cash flows (or collateral value or observable 
market price) are lower than the carrying value of that loan. For purposes of computing the specific loss component of 
the allowance, larger impaired loans are evaluated individually and smaller impaired loans are evaluated as a pool using 
historical loss experience for the respective product type and risk rating of the loans. 


The second component of the Allowance for Loan and Lease Losses covers performing commercial loans and leases, 
and consumer loans. The allowance for commercial loan and lease losses is established by product type after analyzing 
historical loss experience by internal risk rating, current economic conditions, industry performance trends, geographic 
or obligor concentrations within each portfolio segment, and any other pertinent information. The commercial historical 
loss experience is updated quarterly to incorporate the most recent data reflective of the current economic environment. 
As of December 31, 2005, quarterly updating of historical loss experience did not have a material impact to the allowance 
for commercial loan and lease losses. The allowance for consumer loan and lease losses is based on aggregated portfolio 
segment evaluations, generally by product type. Loss forecast models are utilized for consumer products that consider a 
variety of factors including, but not limited to, historical loss experience, estimated defaults or foreclosures based on 
portfolio trends, delinquencies, economic trends and credit scores. These consumer loss forecast models are updated on a 
quarterly basis in order to incorporate information reflective of the current economic environment. As of December 31, 
2005, quarterly updating of the loss forecast models to reflect estimated bankruptcy-related net charge-offs accelerated 
from 2006 resulted in a decrease in the allowance for consumer loan and lease losses. 
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Included within the second component of the Allowance for Loan and Lease Losses are previously unallocated 
reserves maintained to cover uncertainties that affect our estimate of probable losses including the imprecision inherent 
in the forecasting methodologies, domestic and global economic uncertainty, large single name defaults and event risk. 
In the fourth quarter of 2005, we assigned these reserves to our individual products to better reflect our view of risk in 
these portfolios. 


We monitor differences between estimated and actual incurred loan and lease losses. This monitoring process 
includes periodic assessments by senior management of loan and lease portfolios and the models used to estimate 
incurred losses in those portfolios. 


Additions to the Allowance for Loan and Lease Losses are made by charges to the Provision for Credit Losses. Credit 
exposures deemed to be uncollectible are charged against the Allowance for Loan and Lease Losses. Recoveries of 
previously charged off amounts are credited to the Allowance for Loan and Lease Losses. 


The Allowance for Loan and Lease Losses for the consumer portfolio as presented in Table 25 increased $137 million 
from December 31, 2004 to $4.5 billion at December 31, 2005. Credit card accounted for $153 million of this increase and 
was primarily driven by new advances on accounts for which previous loan balances were sold to the securitization 
trusts, organic growth and continued seasoning which resulted in higher loss expectations. These increases were mostly 
offset by the use of reserves to absorb the estimated bankruptcy net charge-off acceleration from 2006. Increases in the 
allowance for non-credit card consumer products were driven by broad-based loan growth and seasoning, with the 
exception of the other consumer product category which decreased as a result of the run-off portfolios from our 
previously exited consumer businesses. 


The allowance for commercial loan and lease losses was $3.5 billion at December 31, 2005, a $718 million decrease 
from December 31, 2004. This decrease resulted from continued improvement in commercial credit quality, including 
reduced exposure and an improved risk profile in Latin America, the use of reserves to absorb a portion of domestic 
airline charge-offs and a reduction of reserves due to reduced uncertainties resulting from the completion of credit- 
related integration activities for FleetBoston during 2005. 


Reserve for Unfunded Lending Commitments 


In addition to the Allowance for Loan and Lease Losses, we also estimate probable losses related to unfunded 
lending commitments, such as letters of credit and financial guarantees, and binding unfunded loan commitments. 
Unfunded lending commitments are subject to individual reviews, and are analyzed and segregated by risk according to 
our internal risk rating scale. These risk classifications, in conjunction with an analysis of historical loss experience, 
current economic conditions and performance trends within specific portfolio segments, and any other pertinent 
information result in the estimation of the reserve for unfunded lending commitments. The reserve for unfunded lending 
commitments is included in Accrued Expenses and Other Liabilities on the Consolidated Balance Sheet. 


We monitor differences between estimated and actual incurred credit losses upon draws of the commitments. This 
monitoring process includes periodic assessments by senior management of credit portfolios and the models used to 
estimate incurred losses in those portfolios. 


Changes to the reserve for unfunded lending commitments are made through the Provision for Credit Losses. The 
reserve for unfunded lending commitments at December 31, 2005 was $395 million, a decrease of $7 million from 
December 31, 2004. 
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Table 24 presents a rollforward of the allowance for credit losses for five years ending December 31, 2005. 


Table 24 


Allowance for Credit Losses 


(Dollars in millions) 2005 2004 2003 2002 2001 
Allowance for loan and lease losses, January 1 ..................0055 $ 8,626 $ 6,163 $ 6,358 $ 6.278 $ 6,365 
FleetBoston balance, April 1, 2004 ............. 0.00. c cece eee - 2,763 _ _ _ 
Loans and leases charged off 
Residential mortgage ss ics ccis ges cals beorm nid d dab higigiaes sad tome eed ably egg Albee reens (58) (62) (64) (56) (39) 
Credit cards ccs ice we eee es oe baa nae eh eke a Rae ee Ra ee Ae oars (4,018) (2,536) (1,657) (1,210) (753) 
Home: equity lings:..2 caiictis cra snde siaawadas abeedd eed ee ads Coa eeRdses (46) (38) (38) (40) (32) 
Direct/Indirect consumer .......... 00 ccc cece nee teen eens (380) (344) (322) (355) (389) 
Other consumer™ ses esx sesce cies gaa aoa bes Sale Hees sen Raa des Pale Sava dears ge weds (376) (295) (343) (395) (1,216) 
LO Gell COMMS UTM 935 sah cseatacs etiam, due gsinccacw csueee waste oes we ars idtecapelsuaencabed sainleobciedeeotes (4,878) (3,275) (2,424) (2,056) (2,429) 
Commercial—domestic ........... 0c cece ce cee cence een e eens (535) (504) (857) (1,625) (2,021) 
Commercial real estate ...... 0... ccc ccc ce teen ene ne ne teens (5) (12) (46) (45) (46) 
Commercial lease financing .......... 000. e cence (315) (39) (132) (168) (99) 
Commercial —foreign: sn. iccccveca cade pada owed eee ends DE aR ede aed oo (61) (262) (408) (566) (249) 
Total icommercialls.: sos. gece ld ea he Aesd 44-4 wes SR4 aces va wie eh ewenes (916) (817) (1,443) (2,404) (2,415) 
Total loans and leases charged off ......... 0.0.0 c cece eee eee eee (5,794) (4,092) (3,867) (4,460) (4,844) 
Recoveries of loans and leases previously charged off 
Residential mortgages: ison sateen nan Hee aS eed aadN EG eAG owe eae ees 31 26 24 14 13 
CTS CIG CANO 4355, 2. aue caste ss. cayres daatanies tse eatonests ss Toncbcanen aes esaons aoa Take eae ducehaetunes 366 231 143 116 81 
Home equity lines:..:2 exacts eave swab ee dtwe Mae wdweaw ee tend ia bnes 15 23 26 14 13 
Direct/Indirect consumer .........0. 0.0 ec ccc cc nee ene eens 132 136 141 145 139 
OCH er COMSUTISR os ss5cssi i hig cestoedenne ads saga ipeanis as osteoacania bua Sragavschls mvagadecmodeara dod duenadees 101 102 88 99 135 
Total CONSUME! i254 54265. c.9sedon dreds khsepaeled soa0e hase eer etion ss 645 518 422 388 381 
Commercial—domestié «sb 2..eies.g desjegrdie eh the e's ses} Rae bead Be aetna ene 365 327 224 314 167 
Comitiercial real estate: .:6 cc ay sca cea ds Okay ee SaaS hee os Poe HT Raa ES 5 15 5 7 7 
Commercial lease financing .......... 0... cece eee cette enn enae 84 30 8 9 4 
Commercial—foreign F502. oe aoe ware Sehd Waa Maeda Wee WL Se wet 133 89 102 45 41 
Total: commercial ig 606. 58.5800 cae h4 siseeheds& Choa armed os OREEE DEAR RAE OS 587 461 339 375 219 
Total recoveries of loans and leases previously charged off ......... 1,232 979 761 763 600 
Net charge-offs 2.0... cece cence eens (4,562) (3,113) (3,106) (3,697) (4,244) 
Provision for loan and lease losses?) ........ 000 c cee cece cece teen e ees 4,021 2,868 2,916 3,801 4,163 
TRAMSLOHS: 5. 6 ses sige hide dieieve dash dvd RATS él Reeds Sve dud ca HESSD Sod eae S (40) (55) (5) (24) (6) 
Allowance for loan and lease losses, December 31 ............... 8,045 8,626 6,163 6,358 6,278 
Reserve for unfunded lending commitments, January 1 ............. 402 416 493 597 473 
FleetBoston balance, April 1, 2004 .............. 00. - 85 _ _ _ 
Provision for unfunded lending commitments ................0 00 ce eee eeee (7) (99) (77) (104) 124 
Reserve for unfunded lending commitments, December 31 ........ 395 402 416 493 597 
TOtall 5 cscaeAs ctu hates < eaaiadonc et necaes epealened <dinee dios ganaaina se $ 8440 $ 9,028 $ 6,579 $ 6,851 $ 6,875 
Loans and leases outstanding at December 31 (Restated) ...............045 $573,791 $521,813 $371,483 $342,890 $329,153 
Allowance for loan and lease losses as a percentage of loans and leases 
outstanding at December 31 (Restated) .......... 0.00. cee cece eee ee 1.40% 1.65% 1.66% 1.85% 1.91% 
Consumer allowance for loan and lease losses as a percentage of consumer 
loans and leases outstanding at December 31 (Restated) .............. 1.27 1.34 1.25 0.95 1,12 
Commercial allowance for loan and lease losses as a percentage of 
commercial loans and leases outstanding at December 31° .............. 1.62 2.19 2.40 2.48 2.16 


Average loans and leases outstanding during the year (Restated) ........... $537,218 $472,617 $356,220 $336,820 $365,447 


Net charge-offs as a percentage of average loans and leases outstanding 


during the year (Restated) 0.0.0.0... ccc ccc cece eee eees 0.85% 0.66% 0.87% 1.10% 1.16% 
Allowance for loan and lease losses as a percentage of nonperforming loans 

and leases at December 31 ..... 0.0... c ccc cece e eee ene 532 390 215 126 139 
Ratio of the allowance for loan and lease losses at December 31 to net charge- 

OLDS 3 5cne:sptes be $25 Ase, Hoe ose ashe ole AOA OR SAIS aR ad Reto ik eee ie BRA Nee ay idk 1.76 POS 1.98 1.72 1.48 


(1) Includes $635 million related to the exit of the subprime real estate lending business in 2001. 

(2) Includes $395 million related to the exit of the subprime real estate lending business in 2001. 

(3) The 2004 and 2003 data presented in the table have been reclassified to reflect the assignment of general reserves to individual 
products. 
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For reporting purposes, we allocate the allowance for credit losses across products. However, the allowance is 
available to absorb any credit losses without restriction. Table 25 presents our allocation by product type. 


Table 25 
Allocation of the Allowance for Credit Losses by Product Type 


December 31 


2005 2004 2003 2002 2001 

(Dollars in millions) Amount Percent Amount Percent Amount Percent Amount Percent Amount Percent 
Allowance for loan and lease losses 
Residential mortgage ...............+-- $ 277 3.4% $ 240 2.8% $ 185 3.0% $ 108 1.7% $ 145 2.3% 
CT OCAG CATS. s5 bs caiiesces's ae de ects Beasts aes s 3,301 41.0 3,148 36.5 1,947 31.6 1,031 16.2 821 13.1 
Home equity lines.................000- 136 1.7 115 1.8 72 1.2 49 0.8 83 1.3 
Direct/Indirect consumer .............. 421 5.2 375 4.3 347 5.6 361 5.7 367 5.8 
Other consumer ..............0.00000: 380 4.8 500 5.9 456 7.4 332 5.2 443 7.1 

Total consumer ..............00005 4,515 56.1 4,378 50.8 3,007 48.8 1,881 29.6 1,859 29.6 
Commercial—domestic ................ 2,100 26.1 2,101 24.3 1,756 28.5 2,231 35.1 1,901 30.3 
Commercial real estate ................ 609 7.6 644 7.5 484 7.9 439 6.9 905 14.4 
Commercial lease financing ............ 232 2.9 442 5.1 235 3.8 n/a n/a n/a n/a 
Commercial—foreign .................. 589 7.3 1,061 12.3 681 11.0 855 13.4 730 11.6 

Total commercial ................ 3,530 43.9 4,248 49.2 3,156 51.2 3,525 55.4 3,536 56.3 
General® 2.00.0... ccc eee 952 15.0 883 14.1 

Allowance for loan and lease 
losses .......... 00. e ee eae 8,045 100.0% 8,626 100.0% 6,163 100.0% 6,358 100.0% 6,278 100.0% 
Reserve for unfunded lending 
commitments ...................65 395 402 416 493 597 
Total: o.c5.¢ aecese gveaadect nteediees $8,440 $9,028 $6,579 $6,851 $6,875 


(1) Includes allowance for loan and lease losses of commercial impaired loans of $55 million, $202 million, $391 million, $919 million, 
and $763 million at December 31, 2005, 2004, 2003, 2002, and 2001, respectively. 

(2) At December 31, 2005, general reserves were assigned to individual product types to better reflect our view of risk in these 
portfolios. The 2004 and 2003 data presented in the table have been reclassified to reflect the assignment of general reserves. 
Information was not available to assign general reserves by product types prior to 2003. 

n/a = Not available; included in commercial—domestic at December 31, 2002 and 2001. 


Market Risk Management 


Market risk is the risk that values of assets and liabilities or revenues will be adversely affected by changes in 
market conditions such as market movements. This risk is inherent in the financial instruments associated with our 
operations and/or activities including loans, deposits, securities, short-term borrowings, long-term debt, trading account 
assets and liabilities, and derivatives. Market-sensitive assets and liabilities are generated through loans and deposits 
associated with our traditional banking business, our customer and proprietary trading operations, our ALM process, 
credit risk mitigation activities, and mortgage banking activities. 


Our traditional banking loan and deposit products are nontrading positions and are reported at amortized cost for 
assets or the amount owed for liabilities (historical cost). While the accounting rules require a historical cost view of 
traditional banking assets and liabilities, these positions are still subject to changes in economic value based on varying 
market conditions. Interest rate risk is the effect of changes in the economic value of our loans and deposits, as well as 
our other interest rate sensitive instruments, and is reflected in the levels of future income and expense produced by 
these positions versus levels that would be generated by current levels of interest rates. We seek to mitigate interest rate 
risk as part of the ALM process. 


We seek to mitigate trading risk within our prescribed risk appetite using hedging techniques. Trading positions are 
reported at estimated market value with changes reflected in income. Trading positions are subject to various risk 
factors, which include exposures to interest rates and foreign exchange rates, as well as equity, mortgage, commodity 
and issuer risk factors. We seek to mitigate these risk exposures by utilizing a variety of financial instruments. The 
following discusses the key risk components along with respective risk mitigation techniques. 


Interest Rate Risk 


Interest rate risk represents exposures we have to instruments whose values vary with the level of interest rates. 
These instruments include, but are not limited to, loans, debt securities, certain trading-related assets and liabilities, 
deposits, borrowings and derivative instruments. We seek to mitigate risks associated with the exposures in a variety of 
ways that typically involve taking offsetting positions in cash or derivative markets. The cash and derivative 
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instruments allow us to seek to mitigate risks by reducing the effect of movements in the level of interest rates, changes 
in the shape of the yield curve as well as changes in interest rate volatility. Hedging instruments used to mitigate these 
risks include related derivatives such as options, futures, forwards and swaps. 


Foreign Exchange Risk 


Foreign exchange risk represents exposures we have to changes in the values of current holdings and future cash 
flows denominated in other currencies. The types of instruments exposed to this risk include investments in foreign 
subsidiaries, foreign currency-denominated loans, foreign currency-denominated securities, future cash flows in foreign 
currencies arising from foreign exchange transactions, and various foreign exchange derivative instruments whose 
values fluctuate with changes in currency exchange rates or foreign interest rates. Instruments used to mitigate this 
risk are foreign exchange options, currency swaps, futures, forwards and deposits. These instruments help insulate us 
against losses that may arise due to volatile movements in foreign exchange rates or interest rates. 


Mortgage Risk 


Our exposure to mortgage risk takes several forms. First, we trade and engage in market-making activities in a 
variety of mortgage securities, including whole loans, pass-through certificates, commercial mortgages, and 
collateralized mortgage obligations. Second, we originate a variety of asset-backed securities, which involves the 
accumulation of mortgage-related loans in anticipation of eventual securitization. Third, we may hold positions in 
mortgage securities and residential mortgage loans as part of the ALM portfolio. Fourth, we create MSRs as part of our 
mortgage activities. See Notes 1 and 9 of the Consolidated Financial Statements for additional information on MSRs. 
These activities generate market risk since these instruments are sensitive to changes in the level of market interest 
rates, changes in mortgage prepayments and interest rate volatility. Options, futures, forwards, swaps, swaptions and 
mortgage-backed securities are used to hedge mortgage risk by seeking to mitigate the effects of changes in interest 
rates. 


Equity Market Risk 


Equity market risk arises from exposure to securities that represent an ownership interest in a corporation in the 
form of common stock or other equity-linked instruments. The instruments held that would lead to this exposure 
include, but are not limited to, the following: common stock, listed equity options (puts and calls), over-the-counter 
equity options, equity total return swaps, equity index futures and convertible bonds. We seek to mitigate the risk 
associated with these securities via hedging on a portfolio or name basis that focuses on reducing volatility from changes 
in stock prices. Instruments used for risk mitigation include options, futures, swaps, convertible bonds and cash 
positions. 


Commodity Risk 


Commodity risk represents exposures we have to products traded in the petroleum, natural gas, metals and power 
markets. Our principal exposure to these markets emanates from customer-driven transactions. These transactions 
consist primarily of futures, forwards, swaps and options. We seek to mitigate exposure to the commodity markets with 
instruments including, but not limited to, options, futures and swaps in the same or similar commodity product, as well 
as cash positions. 


Issuer Credit Risk 


Our portfolio is exposed to issuer credit risk where the value of an asset may be adversely impacted for various 
reasons directly related to the issuer, such as management performance, financial leverage or reduced demand for the 
issuer’s goods or services. Perceived changes in the creditworthiness of a particular debtor or sector can have significant 
effects on the replacement costs of cash and derivative positions. We seek to mitigate the impact of credit spreads, credit 
migration and default risks on the market value of the trading portfolio with the use of CDS, and credit fixed income and 
similar securities. 


Trading Risk Management 


Trading-related revenues represent the amount earned from our trading positions, which include trading account 
assets and liabilities, as well as derivative positions and, prior to the conversion of the Certificates into MSRs, market 
value adjustments to the Certificates and the MSRs. Trading positions are taken in a diverse range of financial 
instruments and markets. Trading account assets and liabilities, and derivative positions are reported at fair value. 
MSRs are reported at the lower of cost or market. For more information on fair value, see Complex Accounting 
Estimates beginning on page 74. For additional information on MSRs, see Notes 1 and 9 of the Consolidated Financial 
Statements. Trading Account Profits represent the net amount earned from our trading positions and, as reported in the 
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Consolidated Statement of Income, do not include the Net Interest Income recognized on trading positions, or the related 
funding charge or benefit. Trading Account Profits can be volatile and are largely driven by general market conditions 
and customer demand. Trading Account Profits are dependent on the volume and type of transactions, the level of risk 
assumed, and the volatility of price and rate movements at any given time within the ever-changing market 
environment. 


The histogram of daily revenue or loss below is a graphic depiction of trading volatility and illustrates the daily level 
of trading-related revenue for 2005. Trading-related revenue encompasses proprietary trading and customer-related 
activities. During 2005, positive trading-related revenue was recorded for 81 percent of the trading days. Furthermore, 
only six percent of the total trading days had losses greater than $10 million, and the largest loss was $41 million. This 
can be compared to 2004, where positive trading-related revenue was recorded for 87 percent of the trading days and 
only five percent of the total trading days had losses greater than $10 million, and the largest loss was $27 million. 


Histogram of Daily Trading-related Revenue 
Twelve Months Ended December 31, 2005 
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To evaluate risk in our trading activities, we focus on the actual and potential volatility of individual positions as 
well as portfolios. At a portfolio and corporate level, we use Value-at-Risk (VAR) modeling and stress testing. VAR is a 
key statistic used to measure and manage market risk. Trading limits and VAR are used to manage day-to-day risks and 
are subject to testing where we compare expected performance to actual performance. This testing provides us a view of 
our models’ predictive accuracy. All limit excesses are communicated to senior management for review. 


A VAR model estimates a range of hypothetical scenarios to calculate a potential loss which is not expected to be 
exceeded with a specified confidence level. These estimates are impacted by the nature of the positions in the portfolio 
and the correlation within the portfolio. Within any VAR model, there are significant and numerous assumptions that 
will differ from company to company. Our VAR model assumes a 99 percent confidence level. Statistically, this means 
that losses will exceed VAR, on average, one out of 100 trading days, or two to three times each year. Actual losses did 
not exceed VAR in 2005 or 2004. 


In addition to reviewing our underlying model assumptions, we seek to mitigate the uncertainties related to these 
assumptions and estimates through close monitoring and by updating the assumptions and estimates on an ongoing 
basis. If the results of our analysis indicate higher than expected levels of risk, proactive measures are taken to adjust 
risk levels. 
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The following graph shows actual losses did not exceed VAR in 2005. 


Trading Risk and Return 
Daily VAR and Trading-related Revenue 
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Table 26 presents average, high and low daily VAR for 2005 and 2004. 


Table 26 


Trading Activities Market Risk 
Twelve Months Ended December 31 


2005 2004 

ee eee ae 
(Dollars tn millions) Sverige, Puen ew fous Ren ae 
Foreign exchange ......... 00. c ec cece cece tee e eee n eens $ 56 $121 $26 $ 36 $81 $14 
Interest Fate: .ccccaccuecaetgia cathe s OOO NOS Bad eae ean ee 24.7 58.2 10.8 26.2 51.5 10.7 
OIG «5 secs sns ered bs dae anda core a Ge ppntangue anes ar ald niewdia es Seared eae’ 55.4 77.3 35.9 35.7 61.4 21.9 
Real estate/mortgage®) 0.2.00... . cece eee ee ence eens 11.4 20.7 6.5 10.5 26.0 4.6 
HQUINICS) 52s sh cssece ast hat aicinee Sen@aca easton ha buiedd, aalee a acasee oe ea 18.1 35.1 9.6 21.8 51.5 7.9 
Commodities’ .. cision scored caddie bab bead bie det tateno andor 6.6 10.6 3.5 6.5 10.2 3.8 

Portfolio diversification .......... 0. 0c cece ccc eee (59.6) — — (56.3) _ _ 
Total trading portfolio .............. 000s $62.2 $92.4 $38.0 $480 $78.5 $29.4 
Total market-based trading portfolio ..................... $40.7 $66.4 $264 $441 $79.0 $23.7 


(1) The high and low for the total portfolio may not equal the sum of the individual components as the highs or lows of the individual 
portfolios may have occurred on different trading days. 

(2) Credit includes credit fixed income and CDS used for credit risk management. Average VAR for CDS was $69.0 million and $23.5 
million in 2005 and 2004. In 2005, the Credit VAR was less than VAR for CDS used for credit risk management as the positions in 
credit fixed income typically offset the risk of CDS. The relationship between overall Credit VAR and the VAR for CDS can change 
over time as a result of changes in the relative sizes of the credit fixed income and CDS exposures. 

(3) Real estate/mortgage includes capital market real estate and the Certificates. Effective June 1, 2004, Real estate/mortgage no 
longer includes the Certificates. For additional information on the Certificates, see Note 1 of the Consolidated Financial 
Statements. 

(4) Total market-based trading portfolio excludes CDS used for credit risk management, net of the effect of diversification. 


The increase in average VAR of the trading portfolio for 2005 was primarily due to increases in the average risk 
taken in credit due to an increase in credit protection purchased to hedge the credit risk in our commercial loan portfolio. 


Stress Testing 


Because the very nature of a VAR model suggests results can exceed our estimates, we “stress test” our portfolio. 
Stress testing estimates the value change in our trading portfolio due to abnormal market movements. Various stress 
scenarios are run regularly against the trading portfolio to verify that, even under extreme market moves, we will 
preserve our capital; to determine the effects of significant historical events; and to determine the effects of specific, 
extreme hypothetical, but plausible events. The results of the stress scenarios are calculated daily and reported to senior 
management as part of the regular reporting process. The results of certain specific, extreme hypothetical scenarios are 
presented to the Asset and Liability Committee. 


Interest Rate Risk Management 


Interest rate risk represents the most significant market risk exposure to our nontrading financial instruments. Our 
overall goal is to manage interest rate risk so that movements in interest rates do not adversely affect Net Interest 
Income. Interest rate risk is measured as the potential volatility in our Net Interest Income caused by changes in market 
interest rates. Client facing activities, primarily lending and deposit-taking, create interest rate sensitive positions on 
our balance sheet. Interest rate risk from these activities as well as the impact of changing market conditions is 
managed through the ALM process. 


Sensitivity simulations are used to estimate the impact on Net Interest Income of numerous interest rate scenarios, 
balance sheet trends and strategies. These simulations estimate levels of short-term financial instruments, debt 
securities, loans, deposits, borrowings and derivative instruments. In addition, these simulations incorporate 
assumptions about balance sheet dynamics such as loan and deposit growth and pricing, changes in funding mix, and 
asset and liability repricing and maturity characteristics. In addition to Net Interest Income sensitivity simulations, 
market value sensitivity measures are also utilized. 


The Balance Sheet Management group maintains a Net Interest Income forecast utilizing different rate scenarios, 
with the base case utilizing the forward market curve. The Balance Sheet Management group constantly updates the 
Net Interest Income forecast for changing assumptions and differing outlooks based on economic trends and market 
conditions. Thus, we continually monitor our balance sheet position in an effort to maintain an acceptable level of 
exposure to volatile interest rate changes. 
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We prepare forward looking forecasts of Net Interest Income. These baseline forecasts take into consideration 
expected future business growth, ALM positioning, and the direction of interest rate movements as implied by the 
markets’ forward interest rate curve. We then measure and evaluate the impact that alternative interest rate scenarios 
have to these static baseline forecasts in order to assess interest rate sensitivity under varied conditions. The spot and 
12-month forward rates used in our respective baseline forecasts at December 31, 2005 and 2004 were as follows: 


Table 27 
Forward Rates 
December 31 
2005 2004 
Ten-Year Ten-Year 
Federal Constant Federal Constant 
Funds MaturitySwap Funds Maturity Swap 
Spot rates: cinco kc ewa gees sche eee hae Hees 4.25% 4.94% 2.25% 4.64% 
12-month forward rates ........... 00.00 e eeu 4.75 4.97 3.25 4.91 


The following table reflects the pre-tax dollar impact to forecasted Core Net Interest Income over the next twelve 
months from December 31, 2005 and 2004, resulting from a 100 bp gradual parallel increase, a 100 bp gradual parallel 
decrease, a 100 bp gradual curve flattening (increase in short-term rates) and a 100 bp gradual curve steepening 
(increase in long-tem rates) from the forward curve. 


Table 28 
Estimated Net Interest Income at Risk 
(Dollars in millions) December 31 
Short Long 2004 
Curve Change Rate Rate 2005 (Restated) 
+100 Parallel shift 222024 00. ceca caeed cede pee awe bead eeeaae +100 +100 $(357) $(183) 
=l00 Parallel Shit sie tess. 4 xncens-Ptinnin b ewe bk eee da ees -100 = -100 244 (126) 
Flatteners 
SHOP GCI ata say cs snc eocenactesaussesade ae cauahaubns, Ahaawry etiaeedtareseueetonides +100 _ (523) (462) 
Longend) sis cecatidd italia edt tiend eae ed _ -100 (298) (677) 
Steepeners 
SHOR ENA o.5.35:0. 6,850.0 52d ehears tats. 8 a aro fe, went bole Hebe rna, a Aad hed asedes -100 _ 536 497 
LONG CH. x. ciiciid windadadeaeeohawel ee Neale eueeee sod ahs — +100 168 97 


The sensitivity analysis above assumes that we take no action in response to these rate shifts over the indicated 
years. 


Beyond what is already implied in the forward curve, we are modestly exposed to rising rates primarily due to 
increased funding costs. Conversely, we would benefit from falling rates or a steepening of the yield curve beyond what is 
already implied in the forward curve. 


As part of the ALM process, we use securities, residential mortgages, and interest rate and foreign exchange 
derivatives in managing interest rate sensitivity. 


Securities 


The securities portfolio is integral to our ALM process. The decision to purchase or sell securities is based upon the 
current assessment of economic and financial conditions, including the interest rate environment, liquidity and 
regulatory requirements, and the relative mix of our cash and derivative positions. During 2005, we purchased securities 
of $204.5 billion, sold $134.5 billion, and received paydowns of $37.7 billion. During 2004, we purchased securities of 
$248.6 billion, sold $117.7 billion, and received paydowns of $31.8 billion. During the year, we continuously monitored 
our interest rate risk position and effected changes in the securities portfolio in order to manage prepayment risk and 
interest rate risk. Through sales in the securities portfolio, we realized $1.1 billion in Gains on Sales of Debt Securities 
during 2005 and $1.7 billion during 2004. The decrease was primarily due to lower gains realized on mortgage-backed 
securities and corporate bonds. 


Residential Mortgage Portfolio 


During 2005, we purchased $32.0 billion of residential mortgages related to the ALM process. We had whole 
mortgage loan sales of $10.1 billion during 2005. During 2004, we purchased $65.9 billion of residential mortgages 
related to the ALM process and had minimal sales of whole mortgage loans. Additionally, we received paydowns of $35.8 
billion and $44.4 billion for 2005 and 2004. Through sales of whole mortgage loans, we recognized gains that were 
recorded as Other Income of $45 million for 2005, compared to losses of $2 million in 2004. 
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Interest Rate and Foreign Exchange Derivative Contracts 


Interest rate and foreign exchange derivative contracts are utilized in our ALM process and serve as an efficient tool 
to mitigate our risk. We use derivatives to hedge the changes in cash flows or market values of our balance sheet. See 
Note 5 of the Consolidated Financial Statements for additional information on our hedging activities. 


Our interest rate contracts are generally nonleveraged generic interest rate and basis swaps, options, futures, and 
forwards. In addition, we use foreign currency contracts to mitigate the foreign exchange risk associated with foreign 
currency-denominated assets and liabilities, as well as our equity investments in foreign subsidiaries. Table 29 reflects 
the notional amounts, fair value, weighted average receive fixed and pay fixed rates, expected maturity, and estimated 
duration of our open ALM derivatives at December 31, 2005 and 2004. 


The changes in our swap and option positions reflect actions taken associated with interest rate risk management. 
The decisions to reposition our derivative portfolio are based upon the current assessment of economic and financial 
conditions including the interest rate environment, balance sheet composition and trends, and the relative mix of our 
cash and derivative positions. The notional amount of our net receive fixed swap position (including foreign exchange 
contracts) decreased $328 million to $22.8 billion at December 31, 2005 compared to December 31, 2004. The notional 
amount of our net option position decreased $266.6 billion to $57.2 billion at December 31, 2005 compared to 
December 31, 2004. The vast majority of the decrease in the option notional amount was related to terminations and 
maturities of short duration options which were hedging short-term repricing risk of our liabilities. 


Included in the futures and forward rate contract amounts are $35.0 billion of forward purchase contracts of 
mortgage-backed securities and mortgage loans at December 31, 2005 settling from January 2006 to April 2006 with an 
average yield of 5.46 percent and $46.7 billion of forward purchase contracts of mortgage-backed securities and mortgage 
loans at December 31, 2004 that settled from January 2005 to February 2005 with an average yield of 5.26 percent. 
There were no forward sale contracts of mortgage-backed securities at December 31, 2005, compared to $25.8 billion at 
December 31, 2004 that settled from January 2005 to February 2005 with an average yield of 5.47 percent. 
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The following table includes derivatives utilized in our ALM process, including those designated as SFAS 133 
hedges and those used as economic hedges that do not qualify for SFAS 133 hedge accounting treatment. The fair value 
of net ALM contracts decreased from $3.4 billion at December 31, 2004 to $(386) million at December 31, 2005. The 
decrease was attributable to decreases in the value of options, foreign exchange contracts and futures and forward rate 
contracts, partially offset by increases in the value of interest rate swaps. The decrease in the value of options was due to 
reduction in outstanding option positions due to terminations, maturities and decreases in the values of remaining open 
options positions. The decrease in the value of foreign exchange contracts was due to the strengthening of the U.S. dollar 
against most foreign currencies during 2005. The decrease in the value of futures and forward rate contracts was due to 
the impact of increases in interest rates during 2005 on long futures and forward rate contracts. 


Table 29 


Asset and Liability Management Interest Rate and Foreign Exchange Contracts 


December 31, 2005 


(Dollars in millions, average 
estimated duration in years) 


Receive fixed interest rate 
SWAPS is sdheciaued se gute dade s 
Notional amount............ 
Weighted average fixed 

rate 

Pay fixed interest rate 
SWAPS Ys iss iese sess aesgctartene das 
Notional amount............ 
Weighted average fixed 

rate 

Basis swaps 
Notional amount) 

Option products?) 
Notional amount’) 

Foreign exchange contracts .... 
Notional amount............ 

Futures and forward rate 
contracts 
Notional amount?) 


Net ALM contracts 


December 31, 2004 


(Dollars in millions, average 
estimated duration in years) 


Receive fixed interest rate 
SWAPS) oo cccs cree cen eneaes 
Notional amount............ 
Weighted average fixed 

rate 

Pay fixed interest rate 
SWAPS) sds cwrdeiee wiaiedane days 
Notional amount............ 
Weighted average fixed 

rate 

Basis swaps 
Notional amount’) 

Option products?) 
Notional amount’) 

Foreign exchange contracts .... 
Notional amount............ 

Futures and forward rate 
contracts 
Notional amount) 


Net ALM contracts 


Expected Maturity Average 
Fair Estimated 
Value Total 2006 2007 2008 2009 2010 Thereafter Duration 
$(1,390) 4.17 
$108,985 $ 4,337 $13,080 $ 6,144 $39,107 $10,387 $35,930 
4.62% 4.75% 4.66% 4.02% 4.51% 4.43% 4.77% 
(408) 3.85 
$102,281 $ 5,100 $55,925 $10,152 $ - $ - $31,104 
4.61% 3.23% 4.46% 4.24% — % — % 5.21% 
(644) 
$ 17,806 $ 514 $ 174 $ 884 §$ 2,889 $ 3,094 $10,301 
1,349 
; 57,246 = — 57,246 = = = 
909 
16,061 1,335 51 1,436 1,826 8,485 7,928 
(202) 
34,716 34,716 _ _ - - - 
$ (386) 
Expected Maturity Average 
Fair Estimated 
Value Total 2005 2006 2007 2008 2009 Thereafter Duration 
$ (880) 4.43 
$167,324 $ 2,580 $ 7,290 $23,598 $46,917 $25,601 $61,338 
4.04% 4.78% 4.52% 3.11% 3.47% 3.83% 4.83% 
(2,248) 4.77 
$157,837 $ 39 $ 6,320 $62,584 $16,136 $10,289 $62,469 
4.24% 5.01% 3.54% 3.58% 3.91% 3.85% 5.138% 
(4) 
$ 6,700 $ 500 $ 4400 $ -— $ — §$ — $ 1,800 
3,492 
323,835 145,200 90,000 17,500 58,404 — 12,731 
2,748 
13,606 71 1,529 55 1,587 2,091 8,273 
287 
(10,889) 10,111 (21,000) — = _ — 
$ 3,395 


(1) At December 31, 2005, $46.6 billion of the receive fixed swap notional amount and $41.9 billion of the pay fixed swap notional 
amount represented forward starting swaps that will not be effective until their respective contractual start dates. At December 31, 
2004, $39.9 billion of the receive fixed swap notional amount and $75.9 billion of the pay fixed swap notional amount represented 
forward starting swaps that will not be effective until their respective contractual start dates. 


(2) 


Option products include caps, floors, swaptions and exchange-traded options on index futures contracts. These strategies may 


include option collars or spread strategies, which involve the buying and selling of options on the same underlying security or 


interest rate index. 


(3) Reflects the net of long and short positions. 
(4) Futures and forward rate contracts include Eurodollar futures, U.S. Treasury futures, and forward purchase and sale contracts. 
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The Corporation uses interest rate and foreign exchange rate derivative instruments to hedge the variability in the 
cash flows of its variable rate assets and liabilities, and other forecasted transactions (cash flow hedges). The net losses 
on both open and closed derivative instruments recorded in Accumulated OCI net-of-tax at December 31, 2005 was $(4.3) 
billion. These net losses are expected to be reclassified into earnings in the same period when the hedged item affects 
earnings and will decrease income or increase expense on the respective hedged items. Assuming no change in open cash 
flow derivative hedge positions and no changes to interest and foreign exchange rates beyond what is implied in forward 
yield curves at December 31, 2005, the net losses are expected to be reclassified into earnings as follows: 9 percent 
within the next year, 57 percent within five years, 82 percent within 10 years, with the remaining 18 percent thereafter. 
For more information on derivatives designated as cash flow hedges, see Note 5 of the Consolidated Financial 
Statements. 


The amount included in Accumulated OCI for terminated derivative contracts was a loss of $2.5 billion and a gain of 
$148 million, net-of-tax, at December 31, 2005 and 2004. The decrease was due primarily to the termination of derivative 
contracts with previously unrealized losses caused by interest rate fluctuations. 


Mortgage Banking Risk Management 


Interest rate lock commitments (IRLCs) on loans intended to be sold are subject to interest rate risk between the 
date of the IRLC and the date the loan is funded. Loans held-for-sale are subject to interest rate risk from the date of 
funding until the loans are sold to the secondary market. To hedge interest rate risk, we utilize forward loan sale 
commitments and other derivative instruments including purchased options. These instruments are used either as an 
economic hedge of IRLCs and loans held-for-sale, or designated as a cash flow hedge of loans held-for-sale, in which case 
their net-of-tax unrealized gains and losses are included in Accumulated OCI. At December 31, 2005, the notional 
amount of derivatives hedging the IRLCs and loans held-for-sale was $26.9 billion. The related net-of-tax unrealized loss 
on the derivatives designated as cash flow hedges included in Accumulated OCI at December 31, 2005 was $3 million. 
The notional amount of the IRLCs adjusted for fallout in the pipeline at December 31, 2005 was $4.3 billion. The amount 
of loans held-for-sale at December 31, 2005 was $6.1 billion. 


We manage changes in the value of MSRs by entering into derivative financial instruments and by purchasing and 
selling securities. MSRs are an intangible asset created when the underlying mortgage loan is sold to investors and we 
retain the right to service the loan. As of December 31, 2005, the MSR balance in Consumer Real Estate was $2.7 billion, 
or 13 percent higher than December 31, 2004. For more information on Consumer Real Estate MSRs, refer to page 31. 


We designate certain derivatives such as purchased options and interest rate swaps as fair value hedges of specified 
MSRs under SFAS 133. At December 31, 2005, the amount of MSRs identified as being hedged by derivatives in 
accordance with SFAS 133 was approximately $2.3 billion. The notional amount of the derivative contracts designated as 
SFAS 133 hedges of MSRs at December 31, 2005 was $33.7 billion. The changes in the fair values of the derivative 
contracts are substantially offset by changes in the fair values of the MSRs that are hedged by these derivative 
contracts. During 2005, the change in value attributed to SFAS 133 hedged MSRs was $291 million, offset by derivative 
hedge losses of $124 million. 


In addition, we hold additional derivatives and certain securities (i.e. mortgage-backed securities) as economic 
hedges of MSRs, which are not designated as SFAS 133 accounting hedges. During 2005, Interest Income from securities 
used as an economic hedge of MSRs of $18 million was recognized. At December 31, 2005, the amount of MSRs covered 
by such economic hedges was $250 million. At December 31, 2005, the unrealized loss on AFS Securities held as 
economic hedges of MSRs was $29 million compared to an unrealized gain of $21 million on December 31, 2004. 


See Notes 1 and 9 of the Consolidated Financial Statements for additional information. 


Operational Risk Management 


Operational risk is the risk of loss resulting from inadequate or failed internal processes, people and systems, 
including system conversions and integration, and external events. Successful operational risk management is 
particularly important to a diversified financial services company like ours because of the very nature, volume and 
complexity of our various businesses. 


In keeping with our management governance structure, the lines of business are responsible for all the risks within 
the business including operational risks. Such risks are managed through corporate-wide or line of business specific 
policies and procedures, controls, and monitoring tools. Examples of these include personnel management practices, data 
reconciliation processes, fraud management units, transaction processing monitoring and analysis, business recovery 
planning, and new product introduction processes. 


We approach operational risk from two perspectives, enterprise-wide and line of business-specific. The Compliance 
and Operational Risk Committee, chartered in 2005 as a subcommittee of the Finance Committee, provides consistent 
communication and oversight of significant operational and compliance issues and oversees the adoption of best 
practices. Two groups within Risk Management, Compliance Risk Management and Enterprise Operational Risk 
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Management, facilitate the consistency of effective policies, industry best practices, controls and monitoring tools for 
managing and assessing operational risks across the Corporation. These groups also work with the line of business 
executives and their Risk Management counterparts to implement appropriate policies, processes and assessments at 
the line of business level and support groups. Compliance and operational risk awareness is also driven across the 
Corporation through training and strategic communication efforts. For selected risks, we establish specialized support 
groups, for example, Information Security and Supply Chain Management. These specialized groups develop corporate- 
wide risk management practices, such as an information security program and a supplier program to ensure suppliers 
adopt appropriate policies and procedures when performing work on behalf of the Corporation. These specialized groups 
also assist the lines of business in the development and implementation of risk management practices specific to the 
needs of the individual businesses. 


At the line of business level, the Line of Business Risk Executives are responsible for adherence to corporate 
practices and oversight of all operational risks in the line of business they support. Operational and compliance risk 
management, working in conjunction with senior line of business executives, have developed key tools to help manage, 
monitor and summarize operational risk. One tool the businesses and executive management utilize is a corporate-wide 
self-assessment process, which helps to identify and evaluate the status of risk issues, including mitigation plans, if 
appropriate. Its goal is to continuously assess changing market and business conditions and evaluate all operational 
risks impacting the line of business. The self-assessment process assists in identifying emerging operational risk issues 
and determining at the line of business or corporate level how they should be managed. In addition to information 
gathered from the self-assessment process, key operational risk indicators have been developed and are used to help 
identify trends and issues on both a corporate and a line of business level. 


More generally, we mitigate operational risk through a broad-based approach to process management and process 
improvement. Improvement efforts are focused on reduction of variation in outputs. We have a dedicated Quality and 
Productivity team to manage and certify the process management and improvement efforts. 


Recent Accounting and Reporting Developments 


See Note 1 of the Consolidated Financial Statements for a discussion of recently issued or proposed accounting 
pronouncements. 


Complex Accounting Estimates 


Our significant accounting principles as described in Note 1 of the Consolidated Financial Statements, are essential 
in understanding Management’s Discussion and Analysis of Results of Operations and Financial Condition. Many of our 
significant accounting principles require complex judgments to estimate values of assets and liabilities. We have 
procedures and processes to facilitate making these judgments. 


The more judgmental estimates are summarized below. We have identified and described the development of the 
variables most important in the estimation process that, with the exception of accrued taxes, involves mathematical 
models to derive the estimates. In many cases, there are numerous alternative judgments that could be used in the 
process of determining the inputs to the model. Where alternatives exist, we have used the factors that we believe 
represent the most reasonable value in developing the inputs. Actual performance that differs from our estimates of the 
key variables could impact Net Income. Separate from the possible future impact to Net Income from input and model 
variables, the value of our lending portfolio and market sensitive assets and liabilities may change subsequent to the 
balance sheet measurement, often significantly, due to the nature and magnitude of future credit and market conditions. 
Such credit and market conditions may change quickly and in unforeseen ways and the resulting volatility could have a 
significant, negative effect on future operating results. These fluctuations would not be indicative of deficiencies in our 
models or inputs. 


Allowance for Credit Losses 


The allowance for credit losses is our estimate of probable losses in the loans and leases portfolio and within our 
unfunded lending commitments. Changes to the allowance for credit losses are reported in the Consolidated Statement 
of Income in the Provision for Credit Losses. Our process for determining the allowance for credit losses is discussed in 
the Credit Risk Management section beginning on page 49 and Note 1 of the Consolidated Financial Statements. Due to 
the variability in the drivers of the assumptions made in this process, estimates of the portfolio’s inherent risks and 
overall collectibility change with changes in the economy, individual industries, countries and individual borrowers’ or 
counterparties’ ability and willingness to repay their obligations. The degree to which any particular assumption affects 
the allowance for credit losses depends on the severity of the change and its relationship to the other assumptions. 


Key judgments used in determining the allowance for credit losses include: (i) risk ratings for pools of commercial 
loans and leases, (ii) market and collateral values and discount rates for individually evaluated loans, (iii) product type 
classifications for consumer and commercial loans and leases, (iv) loss rates used for consumer and commercial loans and 
leases, (v) adjustments made to assess current events and conditions, (vi) considerations regarding domestic and global 
economic uncertainty, and (vii) overall credit conditions. 
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Our Allowance for Loan and Lease Losses is sensitive to the risk rating assigned to commercial loans and leases and 
to the loss rates used for the consumer and commercial portfolios. Assuming a downgrade of one level in the internal risk 
rating for commercial loans and leases, except loans already risk rated Doubtful as defined by regulatory authorities, the 
Allowance for Loan and Lease Losses for the commercial portfolio would increase by approximately $894 million at 
December 31, 2005. The Allowance for Loan and Lease Losses as a percentage of loan and lease outstandings at 
December 31, 2005 was 1.40 percent and this hypothetical increase in the allowance would raise the ratio to 
approximately 1.56 percent. A 10 percent increase in the loss rates used on the consumer and commercial loan and lease 
portfolios would increase the Allowance for Loan and Lease Losses at December 31, 2005 by approximately $348 million, 
of which $283 million would relate to consumer and $65 million to commercial. 


These sensitivity analyses do not represent management’s expectations of the deterioration in risk ratings or the 
increases in loss rates but are provided as hypothetical scenarios to assess the sensitivity of the Allowance for Loan and 
Lease Losses to changes in key inputs. We believe the risk ratings and loss severities currently in use are appropriate 
and that the probability of a downgrade of one level of the internal credit ratings for commercial loans and leases within 
a short period of time is remote. 


The process of determining the level of the allowance for credit losses requires a high degree of judgment. It is 
possible that others, given the same information, may at any point in time reach different reasonable conclusions. 


Fair Value of Financial Instruments 


Trading Account Assets and Liabilities are recorded at fair value, which is primarily based on actively traded 
markets where prices are based on either direct market quotes or observed transactions. Liquidity is a significant factor 
in the determination of the fair value of Trading Account Assets or Liabilities. Market price quotes may not be readily 
available for some positions, or positions within a market sector where trading activity has slowed significantly or 
ceased. Situations of illiquidity generally are triggered by the market’s perception of credit uncertainty regarding a 
single company or a specific market sector. In these instances, fair value is determined based on limited available 
market information and other factors, principally from reviewing the issuer’s financial statements and changes in credit 
ratings made by one or more rating agencies. At December 31, 2005, $4.9 billion, or four percent, of Trading Account 
Assets were fair valued using these alternative approaches. An immaterial amount of Trading Account Liabilities were 
fair valued using these alternative approaches at December 31, 2005. 


Trading Account Profits, which represent the net amount earned from our trading positions, can be volatile and are 
largely driven by general market conditions and customer demand. Trading Account Profits are dependent on the 
volume and type of transactions, the level of risk assumed, and the volatility of price and rate movements at any given 
time. To evaluate risk in our trading activities, we focus on the actual and potential volatility of individual positions as 
well as portfolios. At a portfolio and corporate level, we use trading limits, stress testing and tools such as VAR 
modeling, which estimates a potential loss which is not expected to be exceeded with a specified confidence level, to 
measure and manage market risk. At December 31, 2005, the amount of our VAR was $61 million based on a 99 percent 
confidence level. For more information on VAR, see pages 67 through 69. 


The fair values of Derivative Assets and Liabilities include adjustments for market liquidity, counterparty credit 
quality, future servicing costs and other deal specific factors, where appropriate. To ensure the prudent application of 
estimates and management judgment in determining the fair value of Derivative Assets and Liabilities, various 
processes and controls have been adopted, which include: a Model Validation Policy that requires a review and approval 
of quantitative models used for deal pricing, financial statement fair value determination and risk quantification; a 
Trading Product Valuation Policy that requires verification of all traded product valuations; and a periodic review and 
substantiation of daily profit and loss reporting for all traded products. These processes and controls are performed 
independently of the business segment. 


The fair values of Derivative Assets and Liabilities traded in the over-the-counter market are determined using 
quantitative models that require the use of multiple market inputs including interest rates, prices, and indices to 
generate continuous yield or pricing curves and volatility factors, which are used to value the position. The 
predominance of market inputs are actively quoted and can be validated through external sources, including brokers, 
market transactions and third-party pricing services. Estimation risk is greater for derivative asset and liability 
positions that are either option-based or have longer maturity dates where observable market inputs are less readily 
available or are unobservable, in which case quantitative based extrapolations of rate, price or index scenarios are used 
in determining fair values. At December 31, 2005, the fair values of Derivative Assets and Liabilities determined by 
these quantitative models were $10.5 billion and $6.4 billion. These amounts reflect the full fair value of the derivatives 
and do not isolate the discrete value associated with the subjective valuation variable. Further, they represent four 
percent and three percent of Derivative Assets and Liabilities, before the impact of legally enforceable master netting 
agreements. For the year ended December 31, 2005, there were no changes to the quantitative models, or uses of such 
models, that resulted in a material adjustment to the income statement. 
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The Corporation recognizes gains and losses at inception of a derivative contract only if the fair value of the contract 
is evidenced by a quoted market price in an active market, an observable price or other market transaction, or other 
observable data supporting a valuation model. For those gains and losses not evidenced by the above mentioned market 
data, the transaction price is used as the fair value of the derivative contract. Any difference between the transaction 
price and the model fair value is considered an unrecognized gain or loss at inception of the contract. Previously 
unrecognized gains and losses are recorded in income using the straight line method of amortization over the contractual 
life of the derivative contract. Earlier recognition of the full unrecognized gain or loss is permitted if the trade is 
terminated early, subsequent market activity is observed which supports the model fair value of the contract, or 
significant inputs used in the valuation model become observable. 


AFS Securities are recorded at fair value, which is generally based on direct market quotes from actively traded 
markets. 


Principal Investing 


Principal Investing is included within Equity Investments and is discussed in more detail in Business Segment 
Operations beginning on page 26. Principal Investing is comprised of a diversified portfolio of investments in privately- 
held and publicly-traded companies at all stages, from start-up to buyout. These investments are made either directly in 
a company or held through a fund. Some of these companies may need access to additional cash to support their long- 
term business models. Market conditions and company performance may impact whether funding is available from 
private investors or the capital markets. 


Investments with active market quotes are carried at estimated fair value; however, the majority of our investments 
do not have publicly available price quotations. At December 31, 2005, we had nonpublic investments of $6.1 billion or 
approximately 95 percent of the total portfolio. Valuation of these investments requires significant management 
judgment. Management determines values of the underlying investments based on multiple methodologies including 
in-depth semi-annual reviews of the investee’s financial statements and financial condition, discounted cash flows, the 
prospects of the investee’s industry and current overall market conditions for similar investments. In addition, on a 
quarterly basis as events occur or information comes to the attention of management that indicates a change in the 
value of an investment is warranted, investments are adjusted from their original invested amount to estimated fair 
values at the balance sheet date with changes being recorded in Equity Investment Gains in the Consolidated Statement 
of Income. Investments are not adjusted above the original amount invested unless there is clear evidence of a fair value 
in excess of the original invested amount. This evidence is often in the form of a recent transaction in the investment. As 
part of the valuation process, senior management reviews the portfolio and determines when an impairment needs to be 
recorded. The Principal Investing portfolio is not material to our Consolidated Balance Sheet, but the impact of the 
valuation adjustments may be material to our operating results for any particular quarter. 


Accrued Income Taxes 


As more fully described in Notes 1 and 18 of the Consolidated Financial Statements, we account for income taxes in 
accordance with SFAS No. 109, “Accounting for Income Taxes” (SFAS 109). Accrued income taxes, reported as a 
component of Accrued Expenses and Other Liabilities on our Consolidated Balance Sheet, represents the net amount of 
current income taxes we expect to pay to or receive from various taxing jurisdictions attributable to our operations to 
date. We currently file income tax returns in more than 100 jurisdictions and consider many factors—including 
statutory, judicial and regulatory guidance—in estimating the appropriate accrued income taxes for each jurisdiction. 


In applying the principles of SFAS 109, we monitor relevant tax authorities and change our estimate of accrued 
income taxes due to changes in income tax laws and their interpretation by the courts and regulatory authorities. These 
revisions of our estimate of accrued income taxes, which also may result from our own income tax planning and from the 
resolution of income tax controversies, can materially affect our operating results for any given quarter. 


Goodwill and Other Intangibles 


The nature of and accounting for Goodwill and Other Intangibles is discussed in detail in Notes 1 and 10 of the 
Consolidated Financial Statements. Goodwill is reviewed for potential impairment at the reporting unit level on an 
annual basis, or in interim periods if events or circumstances indicate a potential impairment. The reporting units 
utilized for this test were those that are one level below the business segments identified on page 26. The impairment 
test is performed in two steps. The first step of the Goodwill impairment test compares the fair value of the reporting 
unit with its carrying amount, including Goodwill. If the fair value of the reporting unit exceeds its carrying amount, 
Goodwill of the reporting unit is considered not impaired; however, if the carrying amount of the reporting unit exceeds 
its fair value, the second step must be performed. The second step compares the implied fair value of the reporting unit’s 
Goodwill, as defined in SFAS No. 142, “Goodwill and Other Intangible Assets” (SFAS 142), with the carrying amount of 
that Goodwill. An impairment loss is recorded to the extent that the carrying amount of Goodwill exceeds its implied fair 
value. 
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For Intangible Assets subject to amortization, impairment exists when the carrying amount of the Intangible Asset 
exceeds its fair value. An impairment loss shall be recognized only if the carrying amount of the Intangible Asset is not 
recoverable and exceeds its fair value. The carrying amount of the Intangible Asset is not recoverable if it exceeds the 
sum of the undiscounted cash flows expected to result from it. An Intangible Asset subject to amortization shall be tested 
for recoverability whenever events or changes in circumstances, such as a significant or adverse change in the business 
climate that could affect the value of the Intangible Asset, indicate that its carrying amount may not be recoverable. An 
impairment loss shall be measured as the amount by which the carrying amount of the Intangible Asset exceeds its fair 
value. 


The fair values of the reporting units were determined using a combination of valuation techniques consistent with 
the income approach and the market approach and the fair values of the Intangible Assets were determined using the 
income approach. For purposes of the income approach, discounted cash flows were calculated by taking the net present 
value of estimated cash flows using a combination of historical results, estimated future cash flows and an appropriate 
price to earnings multiple. We use our internal forecasts to estimate future cash flows and actual results may differ from 
forecasted results. However, these differences have not been material and we believe that this methodology provides a 
reasonable means to determine fair values. Cash flows were discounted using a discount rate based on expected equity 
return rates, which was 11 percent for 2005. Expected rates of equity returns were estimated based on historical market 
returns and risk/return rates for similar industries of the reporting unit. For purposes of the market approach, 
valuations of reporting units were based on actual comparable market transactions and market earnings multiples for 
similar industries of the reporting unit. 


Our evaluations for the year ended December 31, 2005 indicated there was no impairment of Goodwill and Other 
Intangibles. 


2004 Compared to 2003 


The following discussion and analysis provides a comparison of our results of operations for 2004 and 2003. This 
discussion should be read in conjunction with the Consolidated Financial Statements and related notes on pages 89 
through 165. In addition, Tables 2 and 3 contain financial data to supplement this discussion. 


Overview 
Net Income 


Net Income totaled $13.9 billion, or $3.64 per diluted common share, in 2004 compared to $10.8 billion, or $3.55 per 
diluted common share, in 2003. The return on average common shareholders’ equity was 16.47 percent in 2004 compared 
to 21.50 percent in 2008. These earnings provided sufficient cash flow to allow us to return $8.8 billion and $9.8 billion in 
2004 and 2003, in capital to shareholders in the form of dividends and share repurchases, net of employee stock options 
exercised. 


Net Interest Income 


Net Interest Income on a FTE basis increased $7.5 billion to $28.7 billion in 2004. This increase was driven by the 
impact of the FleetBoston Merger, higher ALM portfolio levels (primarily consisting of securities and whole loan 
mortgages), the impact of higher rates, growth in consumer loan levels (primarily credit card and home equity) and 
higher core deposit funding levels. Partially offsetting these increases were reductions in the large corporate and foreign 
loan balances, lower trading-related contributions, lower mortgage warehouse levels and the continued runoff of 
previously exited consumer businesses. The net interest yield on a FTE basis declined nine bps to 3.17 percent in 2004 
due to the adverse impact of increased trading-related balances, which have a lower yield than other earning assets. 


Noninterest Income 


Noninterest Income increased $3.7 billion to $21.0 billion in 2004, due primarily to increases in Card Income of $1.5 
billion, Service Charges of $1.4 billion, Investment and Brokerage Services of $1.2 billion, Equity Investment Gains of 
$648 million, and Trading Account Profits of $461 million. Card Income increased due to increased fees and interchange 
income, including the impact of the FleetBoston card portfolio. Investment and Brokerage Services increased due to the 
impact of the FleetBoston business as well as market appreciation. Service Charges grew driven by organic account 
growth and the impact of FleetBoston customers. Offsetting these increases was lower Mortgage Banking Income of $1.5 
billion due to lower production levels, a decrease in the gains on sales of loans to the secondary market and writedowns 
of the value of MSRs. 


Provision for Credit Losses 


The Provision for Credit Losses declined $70 million to $2.8 billion in 2004 driven by lower commercial net charge- 
offs of $748 million and continued improvements in credit quality in the commercial loan portfolio. Offsetting these 
decreases were increases in the Provision for Credit Losses in our consumer credit card portfolio. These increases 
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reflected higher credit card net charge-offs of $791 million in part due to the impact of the FleetBoston credit card 
portfolio, organic growth and continued seasoning of accounts, and new advances on accounts for which previous loan 
balances were sold to the securitization trusts. Also contributing to the consumer provision was the establishment of 
reserves for changes made to card minimum payment requirements. 


Gains on Sales of Debt Securities 


Gains on Sales of Debt Securities in 2004 and 2003, were $1.7 billion and $941 million, as we continued to reposition 
the ALM portfolio in response to interest rate fluctuations and to manage mortgage prepayment risk. 


Noninterest Expense 


Noninterest Expense increased $6.9 billion in 2004 from 2003, due primarily to higher Personnel Expense, increased 
Other General Operating Expense, and higher Merger and Restructuring Charges. Personnel Expense increased $3.0 
billion primarily due to the impact of FleetBoston associates. Other General Operating Expense increased $1.5 billion 
related to the impact of FleetBoston, $370 million of litigation expenses incurred during 2004 and the $285 million 
related to the mutual fund settlement. Merger and Restructuring Charges were $618 million in connection with the 
integration of FleetBoston’s operations. 


Income Tax Expense 


Income Tax Expense was $7.0 billion, reflecting an effective tax rate of 33.3 percent, in 2004 compared to $5.0 billion 
and 31.8 percent, in 2003. The difference in the effective tax rate between years resulted primarily from the application 
of purchase accounting to certain leveraged leases acquired in the FleetBoston Merger, an increase in state tax expense 
generally related to higher tax rates in the Northeast and the reduction in 2003 of Income Tax Expense resulting from a 
tax settlement with the Internal Revenue Service. 


Business Segment Operations 
Global Consumer and Small Business Banking 


Total Revenue increased $5.6 billion, or 28 percent, in 2004 compared to 2003, primarily due to the impact of 
FleetBoston. Overall loan and deposit growth from the impact of FleetBoston customers contributed to the $4.9 billion, 
or 44 percent, increase in Net Interest Income. This increase was largely due to the net effect of growth in consumer 
loans and leases, deposit balances and ALM activities. Increases in Card Income of 51 percent, and Service Charges of 26 
percent drove the $703 million, or eight percent, increase in Noninterest Income. FleetBoston also contributed to the 
increase in Noninterest Income. Partially offsetting these increases was a decrease in Mortgage Banking Income of 72 
percent. Net Income rose $642 million, or 12 percent, due to the increases in Net Interest Income and Noninterest 
Income discussed above, offset by increases in the Provision for Credit Losses and Noninterest Expense. Higher credit 
card net charge-offs, the impact of the FleetBoston credit card portfolio, organic growth and seasoning of credit card 
accounts, new advances on accounts for which previous loan balances were sold to the securitization trusts, and 
increases in card minimum payment requirements resulted in a $1.6 billion, or 97 percent, increase in the Provision for 
Credit Losses. Noninterest Expense increased $3.0 billion, or 31 percent, due to increases in Processing Costs, Personnel 
Expense and Other General Operating Expense related to the impact of FleetBoston. 


Global Business and Financial Services 


Total Revenue increased $3.4 billion, or 58 percent, in 2004 compared to 2003. Net Interest Income increased $2.3 
billion, or 54 percent, largely due to the increase in commercial loans and leases, deposit balances driven by the impact 
of FleetBoston earning assets and the net results of ALM activities. Noninterest Income increased $1.1 billion, or 68 
percent due to increases in Other Noninterest Income and increases in Service Charges, driven by the impact of 
FleetBoston. Noninterest Expense increased $1.5 billion, or 70 percent, due to the impact of FleetBoston. Net Income 
rose $1.8 billion, or 85 percent, due to the increases discussed above. Also impacting Net Income was the Provision for 
Credit Losses which declined $968 million to negative $442 million, driven by a notable improvement in credit quality 
and a $395 million decrease in net charge-offs. 


Global Capital Markets and Investment Banking 


Total Revenue increased $695 million, or eight percent, in 2004 compared to 2003 driven by an increase in 
Noninterest Income. Net Interest Income decreased $175 million, or four percent, driven by a $196 million, or nine 
percent decrease in trading-related Net Interest Income. Noninterest Income increased $870 million, or 21 percent, 
resulting from increases in Trading Account Profits, Investment Banking Income, and Service Charges. In 2004, Net 
Income increased $174 million, or 10 percent, due to the increase in Noninterest Income and lower Provision for Credit 
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Losses offset by an increase in Noninterest Expense. Provision for Credit Losses declined $753 million to negative $445 
million due to a notable improvement in credit quality in the large corporate portfolio and a $312 million reduction in 
net charge-offs. Noninterest Expense increased by $1.2 billion, or 22 percent, driven by an increase in litigation-related 
charges, higher incentive compensation for market-based activities, and this segment’s allocation of the mutual fund 
settlement. 


Global Wealth and Investment Management 


Total Revenue increased $1.9 billion, or 47 percent, in 2004. Net Interest Income increased $915 million, or 47 
percent, due to growth in Deposits, loan growth and the impact of FleetBoston earning assets to the portfolio. 
Noninterest Income increased $986 million, or 47 percent, driven by increased Investment and Brokerage Services 
revenue primarily due to the impact of FleetBoston. Net Income increased $366 million, or 30 percent. This increase was 
due to the increases in Net Interest Income and Noninterest Income offset by higher Noninterest Expense. Noninterest 
Expense increased $1.3 billion, or 64 percent, related to the impact of FleetBoston and this segment’s allocation of the 
mutual fund settlement. 


All Other 


In 2004 compared to 2003, Total Revenue decreased $339 million, or 53 percent. Net Interest Income decreased $352 
million to negative $695 million primarily due to a reduction of capital in Other as more capital was deployed to the 
business segments. Offsetting this decrease was a $166 million increase in total revenue associated with the change in 
the fair value derivatives used as economic hedges of interest and foreign exchange rate fluctuations that do not qualify 
for SFAS 133 hedge accounting. Provision for Credit Losses increased $43 million, or 14 percent. Gains on Sales of Debt 
Securities increased $675 million to $1.6 billion in 2004 as we continued to reposition the ALM portfolio in response to 
changes in interest rates and to manage mortgage prepayment risk. Other Noninterest Expense decreased $78 million 
and included Merger and Restructuring Charges of $618 million in 2004. As a result, Net Income improved $232 million. 
Total Revenue in Equity Investments increased $704 million in 2004 compared to 2003 due to an improvement in Equity 
Investment Gains (Losses). Equity Investments had Net Income of $202 million in 2004 compared to a Net Loss of $246 
million in 2003. In 2004, Principal Investing revenue increased as a result of increased realized gains compared to the 
prior year. Noninterest Income primarily consists of Equity Investment Gains. 
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Table I 


Average Balances and Interest Rates—FTE Basis 


2005 


Interest 


2004 
(Restated) 


Average Income/ Yield/ Average 


(Dollars in millions) 


Earning assets 


Balance Expense Rate 


Balance 


Interest 
Income/ 
Expense 


2003 
(Restated) 


Interest 


Yield/ Average Income/ 
Balance Expense Rate 


Rate 


Time deposits placed and other short-term investments ........... $ 14,286 $ 472 3.30%$ 14,254 $ 362 2.54%$ 9,056 $ 172 
Federal funds sold and securities purchased under agreements to 
MOG sé onaeseatiwedeus eter cosaeeuer al susan te weewentnees 169,132 5,012 2.96 128,981 1,940 1.50 78,857 1,266 
Trading account as6etS oxo neuen cond ee wieder eee eneeveerens tees 133,502 5,883 4.41 104,616 4,092 3.91 97,222 4,005 
BOCUPIVIES: 65 Sawer mun aad eae areas beak MPR eee peda d awe ad 219,843 11,047 5.03 150,171 7,320 4.88 70,644 3,135 
Loans and leases): 
Residential mortgage .... esac cseee dace dseeaaa desde adams eed 173,773 9,424 5.42 167,270 9,056 5.42 127,131 6,873 
CVCCIE CANO x eiseera.deceeeoeeersancanaesetiwerenweuaes 53,997 6,253 11.58 43,485 4,653 10.71 28,210 2,886 
Home equity TMes: oii vas eae ies sagan eWedens sere warms tea 56,289 3,412 6.06 39,400 1,835 4.66 22,890 1,040 
Direct/Indirect comsumer .....0.. 266 c00.ccsseaawnennrenes cere 44,981 2,589 5.75 38,078 2,093 5.50 32,593 1,964 
Other CONSUMER). akccoiducewccdUG dma eaes dAeeeaiee ned pans meee 6,908 667 9.67 7,717 594 7.70 8,865 588 
Tia) CONBUTIET 0 dole bode Bede pews wale gas be Caged ee Koaed tees 335,948 22,345 6.65 295,900 18,231 6.16 219,689 13,351 
Commoercial—domesti¢ ...06600.5cceneeseenwersnenaeenesnane 128,034 8,266 6.46 114,644 6,978 6.09 93,458 6,441 
Commercial real estate ....0. 5 ccs cece nee ewen semen enenwe nie 34,304 2,046 5.97 28,085 1,263 4.50 20,042 862 
Commercial lease financing ...............0 ccc eee e teen eeee 20,441 992 4.85 17,483 819 4.68 10,061 395 
Commercial—foreigh..c ose cic as cdes da cece ema eaceeeceeneeeee 18,491 1,292 6.99 16,505 850 5.15 12,970 460 
Total commercial 2o.cicacannldivasavedisaxdeciwecaswae ies 201,270 12,596 6.26 176,717 9,910 5.61 136,531 8,158 
Total loans and leases: i o.0. cc coe sa sd cesws as veaesasunseud 537,218 34,941 6.50 472,617 28,141 5.95 356,220 21,509 
Other earning BS66ts ccc ce veee iii BAU Ra ORR aE LOSER RRO EES 38,013 2,103 5.53 34,634 1,815 5.24 37,599 1,729 
Total earning assets™ . 0... cece des ee cnc eaeens dower eneewans 1,111,994 59,458 5.35 905,273 43,670 4.82 649,598 31,816 
Cash and cash equivalents ............. 00 cee eect eee eee e eee 33,199 28,511 22,637 
Other assets, less allowance for loan and lease losses ............- 124,699 110,847 76,869 
Total assets) o:o55 3.65 eck dees es wae doe eddige eed $1,269,892 $1,044,631 $749,104 
Interest-bearing liabilities 
Domestic interest-bearing deposits: 
GNU Soc gix. wee stuncepincmcedeon.anuicie seston WAG ile Sh Woke laut ode aSe deaktorakea eee $ 36,602 $ 211 0.58%$ 33,959 $ 119 0.35% $ 24,538 $ 108 
NOW and money market deposit accounts ................005 227,722 2,839 1.25 214,542 1,921 0.90 148,896 1,236 
Consumer CDs and IRAS .iccecsccvewsssesdmadenenu panne nena 124,385 4,091 3.29 94,770 2,540 2.68 70,246 2,556 
Negotiable CDs, public funds and other time deposits ........... 6,865 250 3.65 5,977 290 4.85 7,627 130 
Total domestic interest-bearing deposits .................... 395,574 7,391 1.87 349,248 4,870 1.39 251,307 4,030 
Foreign interest-bearing deposits): 
Banks located in foreign countries ............00 cece eeeeeeeee 22,945 1,202 5.24 18,426 679 3.68 13,959 285 
Governments and official institutions .................00000005 7,418 238 3.21 5,327 97 1.82 2,218 31 
Time, savings and Other . .cc.deieccasaadivnan dd caens dawanawe 31,603 661 2.09 27,739 275 0.99 19,027 216 
Total foreign interest-bearing deposits ..................005 61,966 2,101 3.39 51,492 1,051 2.04 35,204 532 
Total interest-bearing deposits ............... 000 eee eee 457,540 9,492 2.08 400,740 5,921 1.48 286,511 4,562 
Federal funds purchased, securities sold under agreements to 
repurchase and other short-term borrowings ................-. 326,408 11,615 3.56 227,565 4,072 1.79 140,458 1,871 
Trading account liabilities 0.6 c.s canes cern ceceanwes eens weseews 57,689 2,364 4.10 35,326 1,317 3.73 37,176 1,286 
Tes We-bOPT MODE 5. cing 5 ead ehawehe CANE ee ARR Re 97,709 4,418 4.52 92,303 3,683 3.99 67,077 2,948 
Total interest-bearing liabilities?) .................0...0005. 939,346 27,889 2.97 755,934 14,993 1.98 531,222 10,667 
Noninterest-bearing sources: 
Noninterest-bearing deposits ............. 000 cece eee aee 174,892 150,819 119,722 
Other liabilities: ...<cecss20cess ease use dda suannes hud oeadneee 55,793 53,063 48,069 
Shareholders’ equity oo. .cs cavnsa ssa beeneew ours aoa neue nene 99,861 84,815 50,091 
Total liabilities and shareholders’ equity ............ $1,269,892 $1,044,631 $749,104 
Net interest spread). x. iiiisccscccasee sinsis ods bbe oe poarch wa H wee ea 2.38 2.84 
Impact of noninterest-bearing sources ............... 00000 e eee ee 0.46 0.33 
Net interest income/yield on earning assets ......... $31,569 2.84% $28,677 3.17% $21,149 


(1) Nonperforming loans are included in the respective average loan balances. Income on these nonperforming loans is recognized on a cash basis. 
(2) Includes consumer finance of $3,137 million, $3,735 million and $4,137 million in 2005, 2004 and 2003, respectively; foreign consumer of $3,565 
million, $3,020 million and $1,977 million in 2005, 2004 and 2003, respectively; and consumer lease financing of $206 million, $962 million and $2,751 


million in 2005, 2004 and 2003, respectively. 


Yield/ 


0.44% 
0.83 
3.64 
1.70 


1.60 


2.04 
1.40 
1.14 


1.51 
1.59 


1.33 
3.46 
4.40 


2.01 


(3) Interest income includes the impact of interest rate risk management contracts, which increased interest income on the underlying assets $704 
million, $2,130 million and $2,581 million in 2005, 2004 and 2003, respectively. Interest expense includes the impact of interest rate risk management 
contracts, which increased interest expense on the underlying liabilities $1,335 million, $1,452 million and $873 million in 2005, 2004 and 2003, 


respectively. For further information on interest rate contracts, see “Interest Rate Risk Management” beginning on page 69. 


(4) Primarily consists of time deposits in denominations of $100,000 or more. 
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Table II 
Analysis of Changes in Net Interest Income—FTE Basis 


From 2004 to 2005 From 2003 to 2004 
(Restated) (Restated) 
Due to Change in™ Net Due to Change in Net 
(Dollars in millions) Volume Rate Change Volume Rate Change 
Increase (decrease) in interest income 
Time deposits placed and other short-term investments ......... $ 1 $ 109 $ 110 $ 99 §¢ 91 $ 190 
Federal funds sold and securities purchased under agreements to 
POSEN acedccand decdv sere ce ale de bed d Sate ies waae pane Sede anes 597 2,475 3,072 811 (137) 674 
Trading account assets ..65 cece tea cea denes senda eee eae een es 1,128 663 1,791 805 (218) 87 
OCUNIUIOS ssi:% fay sseaed aaa nema ea arated iam Witte egw en ea ea cierd 3,408 319 3,727 3,533 652 4,185 
Loans and leases: 
Residential mortgage ........ 2... cee eee eee tenes 362 6 368 2,176 7 2,183 
Crediticard: isss.ci2.cdab eels Sandee eae nad Male daaheea ed dae 1,130 470 1,600 1,557 210 1,767 
Home equity: Hines) .5.6 ces isucie nena sd ecimaid wae «lain eglac dara Pom a 788 789 1,577 753 42 795 
Direct/Indirect consumer .......... 00.0 cece cece eens 381 115 496 332 (203) 129 
Other CONSUMED’ js.4.5...09: oe basco dinre a diss gnmaiare & dd areloare Aiae anaes (62) 135 73 (76) 82 6 
Total Consume? ois i. cca eee babies pew eee ee ees 4,114 4,880 
Commercial—domestic ci. civic sdcwaeeede sees se seees 819 469 1,288 1,458 (921) 537 
Commercial real estate ......... 0. cece cece nen eens 281 502 783 346 55 401 
Commercial lease financing ............ 0.0: c cece eee eee 138 35 173 290 134 424 
Commercial—foreign ........... 00. c cece eect eee eee 102 340 442 126 264 390 
Total commercial tei 5:5 416 sessile g Baae We wea ewes bd Me es 2,686 1,752 
Total loans and leases ........ 0.0.00 c cece eee eee 6,800 6,632 
Other earning assets ..... 0... cece cece eee eee eee nee 177 111 288 (136) 222, 86 
Total interest income ............... 0.0 cece $15,788 $11,854 
Increase (decrease) in interest expense 
Domestic interest-bearing deposits: 
Savings ..:..652.8 decea Sel aa anche dladndedaemands heed ers $ 9 83 $ 92 $ 41 §$ (80) $ 11 
NOW and money market deposit accounts ........... 128 790 918 545 140 685 
Consumer CDs and IRAS............ 00.00 c eee eens 781 770 1,551 894 (910) (16) 
Negotiable CDs, public funds and other time 
d@p0Sits: s2.2c0c2a5 bates ate ced aden eek ease anne 43 (83) (40) (28) 188 160 
Total domestic interest-bearing deposits......... 2,521 840 
Foreign interest-bearing deposits: 
Banks located in foreign countries.................. 165 358 523 91 303 394 
Governments and official institutions ............... 38 103 141 44 22 66 
Time, savings and other ............... eee eee eeee 38 348 386 100 (41) 59 
Total foreign interest-bearing deposits .......... 1,050 519 
Total interest-bearing deposits ............. 3,571 1,359 
Federal funds purchased, securities sold under agreements 
to repurchase and other short-term borrowings ........ 1,771 5,772 7,543 1,156 1,045 2,201 
Trading account liabilities .......... 0.0... cece ee eee eee 835 212 1,047 (64) 95 31 
Long: teri: debt..ciceu. gap bnes canton lweneeecese es vealed 216 519 735 1,113 (378) 735 
Total interest expense ................---5 12,896 4,326 
Net increase in net interest income ... $ 2,892 $ 7,528 


(1) The changes for each category of interest income and expense are divided between the portion of change attributable to the variance 
in volume or rate for that category. The unallocated change in rate or volume variance has been allocated between the rate and 


volume variances. 


81 


Table III 
Selected Loan Maturity Data 


(Dollars in millions) 


December 31, 2005 


Due After 


Due in One Year 
One Year Through 
or Less Five Years 


$52,186 $ 56,557 


Due After 
Five Years Total 


$ 31,790 $140,533 


Commercial real estate—domestic .......... 00 ccc cet cece cnet eens 13,830 17,976 3,375 35,181 
Morais cats shot oa taken stnlsiatat della sancate asia bx tics dhe sunita es oxtee ty 20,801 4,518 437 25,756 

Total selected loans ..........00.0 0.0 ccc ccc cece eee ences $86,817 $ 79,051 $ 35,602 $201,470 
Percent:of total \ 0.232 ciacgiacmn dc dace ee Reged oes as gee Dea ea ee seem 43.1% 39.2% 17.7% 100.0% 
Sensitivity of loans to changes in interest rates for loans due after one 

year: 
aed imiberes b Pa bes sce icccass caccuste acho fescue are tanan Messen teres Bite@ Teusosanis inch suitendesin ast toteuatneia & $ 8,927 $ 14,737 
Floating or adjustable interest rates ........ 0... cece e eee 70,124 20,865 
Data 02 ces Aeg cues acuascnneaeateseeenst sue Aananeseaeamrencann $79,051 $35,602 
(1) Loan maturities are based on the remaining maturities under contractual terms. 
(2) Loan maturities include other consumer, commercial—foreign and commercial real estate loans. 
Table IV 
Short-term Borrowings 
2005 2004 2003 
(Restated) (Restated) 

(Dollars in millions) Amount Rate Amount Rate Amount Rate 
Federal funds purchased 
AG December Sl. 6.5, asia. scence cbvaano.vane issn edentnutnsi econ atin sels sae bcteo aang aniabiemtans a sas $ 2,715 4.06% $ 3,108 2.23%$ 2,356 0.92% 
Average during year: ... 42 sali scus dae seta giaebee adios she vee owen aad 3,670 3.09 3,724 1.31 5,736 1.10 
Maximum month-end balance during year ........... 0.00 cece eee eee 5,964 -_ 7,852 = 7,877 = 
Securities sold under agreements to repurchase 
At December 31s pis ncsac cto dats ph aensanrein monte caameanade anda 237,940 4.26 116,633 2.23 75,690 1.12 
Average during year «0.42 .ecsud ves tagvedscsadine cede uae sea a 227,081 3.62 161,494 1.86 102,074 1.15 
Maximum month-end balance during year ................. ee eee ee eee 273,544 — 191,899 — 124,746 — 
Commercial paper 
AG December 8. io. nsce lt rise ququine seine cing notepad dessa beg ge Seam aehsae aieligue dnbs a 24,968 4.21 25,379 2.09 7,605 1.09 
Average during year: ....4. 2.0 dues cidasa eh giaeeiadilinsc ans kane een eal 26,335 3.22 21,178 1.45 2,976 1.29 
Maximum month-end balance during year ............ 0. eee eee eee 31,380 — 26,486 = 9,136 — 
Other short-term borrowings 
At December 81 oc. siog sissies segue duand ect snares aca aedun anand eh Soden Seer gede Sun. eebee ae 91,301 4.58 538,219 2.48 27,375 1.98 
Average during year aj... .uvaa desta te oy elec sodiaa sod eves ada 69,322 3.51 41,169 1.73 29,672 2.02 
Maximum month-end balance during year ............ 0.0 cece eee eens 91,301 = 53,756 = 46,635 _ 


Table V 


Non-exchange Traded Commodity Contracts 


(Dollars in millions) 


Net fair value of contracts outstanding, January 1, 2005 ......... eee nee ee eens 
Effects of legally enforceable master netting agreements .......... 0. cece cence nett tenet nae 


Gross fair value of contracts outstanding, January 1, 2005 ......... eect et ene nae 
Contracts realized or otherwise settled 2.0.0.0... cnn nent nee e eee e nent eee enee 
Fair value of new contracts: ic. j4c.c0cccig cag od Ga ee Ae eed em Eee EY OES AEE OF EERE a eee ee Oe ale S 
Other changes 1m fare Vale i a5 costed aisesig ges ts smogien Ba tessnassetd ees obrn gree meeaiuld See Maras brecnce pe vanaiibus ee didena stb oace ean 


Gross fair value of contracts outstanding, December 31, 2005 


Effects of legally enforceable master netting agreements ............ cece cent nn e ee nee nae 


Net fair value of contracts outstanding, December 31, 2005 


82 


Asset Liability 
Positions Positions 


$ 2,195 $ 1,452 


4,449 4,449 
6,644 5,901 
(1,990) (1,947) 
1,763 1,887 
2,240 2,074 
8,657 7,915 


(5,636) (5,636) 


$3,021 $2,279 


Table VI 


Non-exchange Traded Commodity Contract Maturities 


(Dollars in millions) 


Maturity of less than l year ................. 
Maturity of 1-3 years ............ 0. cece ee eee 
Maturity of 4-5 years 1.0.0.0... eee eee eee 
Maturity in excess of 5 years..............--- 


Gross fair value of contracts ...............6. 


Effects of legally enforceable master netting agreements ......... 00... cece eee cette eee ene 


Net fair value of contracts outstanding 
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December 31, 2005 

Asset Liability 
Positions Positions 

$ 4,295 $ 4,190 


3,798 3,196 
373 441 
191 88 

8,657 7,915 


(5,636) (5,636) 
$3,021 $2,279 


Table VII 


Selected Quarterly Financial Data 


2005 Quarters 2004 Quarters 

(Dollars in millions, except per Third Second First Fourth Third Second First 
share information) Fourth® (Restated) (Restated) (Restated) (Restated) (Restated) (Restated) (Restated) 
Income statement 
Net interest income ................45 $ 7,859 $ 7,735 $ 7,637 $ 7,506 $ 7,550 $ 7,515 $ 7,366 $ 5,529 
Noninterest income ...............05. 5,951 6,416 6,955 6,032 6,174 6,012 4,870 3,949 
Total revenue .......... 00. cee eee eee 13,810 14,151 14,592 13,538 13,724 13,527 12,236 9,478 
Provision for credit losses ............. 1,400 1,159 875 580 706 650 789 624 
Gains on sales of debt securities ....... 71 29 325 659 101 333 795 495 
Noninterest expense ................- 7,320 7,285 7,019 7,057 7,333 7,021 7,228 5,430 
Income before income taxes ........... 5,161 5,736 7,023 6,560 5,786 6,189 5,014 3,919 
Income tax expense ...............00- 1,587 1,895 2,366 2,167 1,931 2,086 1,673 1,271 
Net income .............0..0 eee ee eee 3,574 3,841 4,657 4,393 3,855 4,103 3,341 2,648 
Average common shares issued and 

outstanding (in thousands) .......... 3,996,024 4,000,573 4,005,356 4,032,550 4,032,979 4,052,304 4,062,384 2,880,306 
Average diluted common shares issued 

and outstanding (in thousands) ...... 4,053,859 4,054,659 4,065,355 4,099,062 4,106,040 4,121,375 4,131,290 2,933,402 
Performance ratios 
Return on average assets ............. 1.09% 1.18% 1.46% 1.49% 1.383% 1.49% 1.23% 1.28% 
Return on average common 

shareholders’ equity ................ 14.21 15.09 18.93 17.97 15.57 16.94 14.26 21.58 
Return on average tangible common 

shareholders’ equity) .............. 29.29 30.71 39.27 37.34 32.95 35.84 31.36 29.37 
Total ending equity to total ending 

PSSSUS: cn ea widens dread eee wekthacrns 7.86 8.12 8.13 8.16 9.03 9.19 9.37 6.23 
Total average equity to total average 

ISS OUS a seuc ecto tert cde cesar ara teecadtua Msaerets gotieos 7.64 7.80 7.72 8.25 8.54 8.78 8.59 5.92 
Dividend payout .................000. 56.24 52.60 38.90 41.71 47.36 44.72 49.10 43.74 
Per common share data 
Harnings: 5 scsiccsvseenecewav ene aees $ 0.89 $ 0.96 $ 1.16 $ 1.09 $ 0.95 $ 1.01 $ 0.82 $ 0.92 
Diluted earnings ..................04. 0.88 0.95 1.14 1.07 0.94 0.99 0.81 0.90 
Dividends paid ...............0..0005 0.50 0.50 0.45 0.45 0.45 0.45 0.40 0.40 
Book Valuéi:csecd aca teadeavsveniaiis 25.32 25.28 25.16 24.45 24.70 24.29 23.54 17.23 
Average balance sheet 
Total loans and leases ................ $ 563,589 $ 539,497 $ 520,415 $ 524,921 $ 515,487 $ 503,049 $ 497,129 $ 374,047 
Total ASSCES? ois ci. sescie ahearsivia vos droie ieee d oddone’ 1,305,057 1,294,754 1,277,478 1,200,859 1,152,524 1,096,653 1,094,427 833,161 
Total deposits .......... 0.0. c ee eee ee 628,922 632,771 640,593 627,420 609,936 587,879 582,305 425,075 
Long-term debt ..............00 0000 99,601 98,326 96,697 96,167 98,556 98,116 94,655 77,751 
Common shareholders’ equity ......... 99,677 100,974 98,558 99,130 98,452 96,268 94,024 49,314 
Total shareholders’ equity ............ 99,948 101,246 98,829 99,401 98,723 96,540 94,347 49,368 
Capital ratios (period end) 
Risk-based capital: 

THER D wieaakgecsaah yeahs wen eae 8.25% 8.27% 8.16% 8.26% 8.20% 8.18% 8.26% 7.89% 
Total) sS.cccda:dewszswoate ao den dada 11.08 11.19 11.23 11.52 11.73 11.81 12.02 11.62 

TOVCra ge: ie ols dus erica nratsaidledern ain a cteditagn 5.91 5.90 5.66 5.86 5.89 6.00 5.87 5.55 
Market price per share of common 

stock 
Closing 2 00sccacccnsieas ene canes oo acaee $ 46.15 $ 42.10 $ 45.61 $ 44.10 $ 46.99 $ 43.33 $ 42.31 $ 40.49 
High closing’ ys cccii nas sted ye bane nes 46.99 45.98 47.08 47.08 47.44 44.98 42.72 41.38 
LOW COSINE i.e eee aa thaulhawe sages 41.57 41.60 44.01 43.66 43.62 41.81 38.96 39.15 


(1) Return on average tangible common shareholders’ equity equals net income available to common shareholders plus amortization of 
intangibles, divided by average common shareholders’ equity less goodwill, core deposit intangibles and other intangibles. 

(2) The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in the current report on Form 8-K 
filed on January 23, 2006. 
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Table VIII 


Quarterly Average Balances and Interest Rates—FTE Basis 


Fourth Quarter 2005) 


Interest 
Average Income/ 
(Dollars in millions) Balance Expense 
Earning assets 
Time deposits placed and other short-term investments ............. $ 14,619 $ 182 
Federal funds sold and securities purchased under agreements to 
POSED bein Mere sea donesechy dabei Soeis th an eine aah oh Laeae ti be intee ecadeinddy deena 165,908 1,477 
Trading account assets: os.c.is acs caddie hides aus Ane ge daha decd aos AS 139,441 1,648 
MOCULIIES 4 sos ct, meduetttica recesses aruartdierin delstboh ghacke ates btanidectie adeinusbiann deine e eiate 221,411 2,842 
Loans and leases): 
Residential mortgage .......... 0. cece cece eee e ene 178,764 2,424 
Credit Card 4.25. ccs sacs exe dea aie Gosia cb hea bah Gib 8G Ged Mie ete eee ee Rok ae Hee 56,858 1,747 
Homeequity liveS)jis.2 tb eus gad wl aoe pai baga nat heads made 60,571 1,012 
Direct/Indirect CONSUMER | §o.4 she saa sede ea VN aw Hh ed eeees 47,181 703 
OEHEY CONSUL iia css nc neat aiale taeajara aed aes Motbumas Reduas SRE abe ane ata 6,653 184 
DO tall COMSUMISH a... soar dee Baorlacectss cuctte i vargcordcihle nsoldigen teats ncoraressakis Groniee 350,027 6,070 
Commercial—domestic .......... 000. c eee cece eee eens 137,224 2,280 
Commercial real estate ..... 00... cece eee eee 36,017 597 
Commercial lease financing ........... 0... cece eee eee eee eens 20,178 241 
Commercial —forei gn i0.cisc tad nie eeekee eae waa eee Tats 20,143 378 
Total commercial) <s5se:cavesgudieescae cee ee deeagaduaeae tans 213,562 3,496 
Total loans and leases ......... 0... ccc cece ete e ences 563,589 9,566 
Other earning asséte .. isles seus ddive saueiasd da edeaevanesaeay s 40,582 596 
Total earning assets®) 2.0... Lk eee cee eee eens 1,145,550 16,261 
Cash and cash equivalents ............ cee eee cette eect teenies 33,693 
Other assets, less allowance for loan and lease losses ............... 125,814 
Total asSCtS: 6 ic. hid sag endow kadai bale at ake tees $1,305,057 
Interest-bearing liabilities 
Domestic interest-bearing deposits: 
SAVINGS as escgie i. sncosg)5 Gre va hosed o 4 HHS Roads Gag Ma aA TE SRR GE RASA RE $ 35,535 ¢$ 68 
NOW and money market deposit accounts ............... eee eee 224,122 721 
Consumer CDs and TRAS: soc... 2.06 bag nndaeat ches cad ate ba ek 120,321 1,029 
Negotiable CDs, public funds and other time deposits ............. 5,085 27 
Total domestic interest-bearing deposits ...............00 ee eee 385,063 1,845 
Foreign interest-bearing deposits: 
Banks located in foreign countries .............. 0c cee e eee ene 24,451 355 
Governments and official institutions ............ 0.0.0 c eee eee 7,579 73 
Time, savings and other .......... 0.0 cece cee cence eee eae 32,624 203 
Total foreign interest-bearing deposits ............. 000: cece ee 64,654 631 
Total interest-bearing deposits ......... 0... eee cece eee 449,717 2,476 
Federal funds purchased, securities sold under agreements to 
repurchase and other short-term borrowings ................000+ 364,140 3,855 
Trading account liabilities ........ 0... cece eee ee eens 56,880 619 
Long-term debt 's.63.4 0s s saa ate weal ea ndigs ha eeee Wad ee whe Riess 99,601 1,209 
Total interest-bearing liabilities®) .............. 0.00. cee eee eee 970,338 8,159 
Noninterest-bearing sources: 
Noninterest-bearing deposits ......... 0.0.0 cece cece eee nee 179,205 
Other lia tities: 5... 5.sé sci. gcse sags casks o nseish oor denser Seacie webs eee dehw Begs Sa acd vS NON 55,566 
Shareholders’ equity ici scias dds cence eee yeas bbe gn eee daa eis 99,948 
Total liabilities and shareholders’ equity.............. $1,305,057 


Net IN terest: Spread: iciecc.cdigmits quis accdaen sash aklamioa aia atec ean aah ore Rea 
Impact of noninterest-bearing sources ............ eee eee e eee eee 


Net interest income/yield on earning assets ........... 


$ 8,102 2.82% 


Yield/ Average 


Rate 


3.55 
4.72 
5.13 


5.42 
12.19 
6.63 
5.91 
11.01 


6.90 


6.59 
6.58 
4.79 
7.45 


6.50 
6.75 
5.83 
5.65 


1.28 
3.39 
2.13 


1.90 


5.77 
3.84 
2.46 


3.87 
2.18 


4.20 
4.32 
4.85 


3.34 


2.31 
0.51 


Third Quarter 2005 
(Restated) 
Interest 
Income/ __Yield/ 
Balance Expense’ Rate 
3.59% $ 14,498 $ 125 3.43% 
176,650 1,382 3.12 
142,287 1,578 4.42 
225,952 2,820 4.99 
171,012 2,298 5.37 
55,271 1,651 11.85 
58,046 910 6.22 
47,900 702 5.81 
6,715 170 = 10.05 
338,944 5,731 6.73 
127,044 2,095 6.54 
34,663 542 6.20 
20,402 239 4.69 
18,444 349 7.51 
200,553 3,225 6.38 
539,497 8,956 6.60 
38,745 542 5.57 
1,137,629 15,403 5.39 
32,969 
124,156 
$1,294,754 
0.76% $ 35,853 $ 56 0.62% 
224,341 743 1.31 
130,975 1,094 3.31 
4,414 47 4.23 
395,583 1,940 1.95 
19,707 292 5.89 
7,317 62 3.37 
32,024 177 2.19 
59,048 531 3.57 
454,631 2,471 2.16 
339,980 3,190 3.72 
68,132 707 4,12 
98,326 1,102 4.48 
961,069 7,470 3.09 
178,140 
54,299 
101,246 
$1,294,754 
2.30 
0.48 
$ 7,933 2.78% 


(1) Nonperforming loans are included in the respective average loan balances. Income on these nonperforming loans is recognized on a 


cash basis. 


(2) Includes consumer finance of $2,916 million, $3,063 million, $3,212 million and $3,362 million in the fourth, third, second and first 
quarters of 2005, respectively, and $3,473 million in the fourth quarter of 2004; foreign consumer of $3,682 million, $3,541 million, 
$3,505 million and $3,532 million in the fourth, third, second and first quarters of 2005, respectively, and $3,523 million in the 
fourth quarter of 2004; and consumer lease financing of $55 million, $111 million, $251 million and $411 million in the fourth, 


third, second and first quarters of 2005, respectively, and $561 million in the fourth quarter of 2004. 
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Second Quarter 2005 


(Restated) 


Interest 
Average Income/ 


Earning assets 
Time deposits placed and other short-term 


TV OSEIM OTS easels grcdecurses Gan dee sieves xseuesoa es Sake $ 13,696 $ 1138 
Federal funds sold and securities purchased 
under agreements to resell .................. 185,835 1,249 
Trading account assets ............ 0000s ee eee 134,196 1,454 
SOCUPIUOES 0.55 Sea beled eae whens gem aeiead see nee 227,182 2,825 
Loans and leases): 
Residential mortgage ...............0 eee eee 167,263 2,285 
(CreditCard <s2c 6k nidh, x baila aot dite Sede athe 52,474 1,481 
Home equity lines ............ 2... ce eee eee 54,941 799 
Direct/Indirect consumer .................4. 43,132 612 
Other consumer®) ....... 0.0.00. cece eens 6,968 155 
Total corisumer’ ...6 23460085 8h6deweoe es caw 324,778 5,332 
Commercial—domestic .............0..00005 123,927 1,938 
Commercial real estate .............00.00005 33,484 477 
Commercial lease financing ................. 20,446 252 
Commercial—foreign ..............000 00 eee 17,780 306 
Total commercial ..............0..00 0000 195,637 2,973 
Total loans and leases ...............04. 520,415 8,305 
Other earning assets ............. ee eee eee 37,194 512 
Total earning assets® .............00.005. 1,118,518 14,458 
Cash and cash equivalents ...............0000. 34,731 
Other assets, less allowance for loan and lease 
LOSSES! cise ded acee ed bye wa Sed cee bY DER ROS 124,229 
Total assets .............00 00. cece $1,277,478 


Interest-bearing liabilities 
Domestic interest-bearing deposits: 


OAVINES: ioe «ot caretsoaras ausncce’s Moneieama teen hee nass $ 38,043 $ 52 
NOW and money market deposit accounts .... 229,174 723 
Consumer CDs and IRAs ...............20-. 127,169 1,004 
Negotiable CDs, public funds and other time 
CEPOSltS 45-6 dus ea Ree Res cows a eRe aed 7,751 82 
Total domestic interest-bearing deposits .... 402,137 1,861 
Foreign interest-bearing deposits: 
Banks located in foreign countries ........... 25,546 294 
Governments and official institutions ......... 7,936 59 
Time, savings and other ..................4. 30,973 149 
Total foreign interest-bearing deposits ...... 64,455 502 
Total interest-bearing deposits ........... 466,592 2,363 


Federal funds purchased, securities sold under 
agreements to repurchase and other short-term 


DOFYOWINGS 3 365 6 sis es a yas ee ee Ee eS ERE One 323,916 2,582 
Trading account liabilities .................... 60,987 611 
Long-term debt ........... 006 cece eee eee 96,697 1,074 

Total interest-bearing liabilities®) ............ 948,192 6,630 
Noninterest-bearing sources: 

Noninterest-bearing deposits ................ 174,001 

Other liabilities ............. 0000.00 cece ee 56,456 

Shareholders’ equity ............. 00. eee e eee 98,829 

Total liabilities and shareholders’ 
CQUILY ii ccw condi ecdewnts ecw enes $1,277,478 


Net interest spread ......... 0... cece eee ee eee 
Impact of noninterest-bearing sources .......... 


Net interest income/yield on 
earning assets .................... $ 7,828 


First Quarter 2005 
(Restated) 


Interest 


Yield/ Average 
(Dollars in millions) Balance Expense Rate 


Balance 


Fourth Quarter 2004 
(Restated) 


Income/ Yield/ Average 
Expense Rate 


3.31% $ 14,327 $ 101 
2.69 147,855 904 
4.34 117,748 = 1,203 
4.98 204,574 2,559 
5.47 178,075 2,415 
11.32 51,310 =1,373 
5.83 51,477 692 
5.69 41,620 573 
8.96 7,305 158 
6.58 329,787 5,211 
6.27 123,803 = 1,954 
5.72 33,016 430 
4.93 20,745 260 
6.90 17,570 259 
6.09 195,184 2,903 
6.40 524,921 8,114 
5.52 35,466 455 
5.18 1,044,891 13,336 
31,382 
124,586 
$1,200,859 
0.54% $ 37,000 $ 35 
1.27 233,392 651 
3.17 118,989 965 
4.22 10,291 95 
1.86 399,672 1,746 
4.61 22,085 260 
2.97 6,831 43 
1.94 30,770 133 
3.13 59,686 436 
2.03 459,358 2,182 
3.20 276,483 1,988 
4.02 44,507 427 
4.45 96,167 1,033 
2.80 876,515 5,630 
168,062 
56,881 
99,401 
$1,200,859 
2.38 
0.42 
2.80% $ 7,706 


Balance 


Interest 


Income/ Yield/ 
Expense Rate 


2.87% $ 15,620 $ 128 
2.46 149,226 699 
4.10 110,585 1,067 
5.01 171,173 2,082 
5.44 178,853 2,447 
10.85 49,366 1,351 
5.45 48,336 609 
5.58 39,526 551 
8.75 7,557 153 
6.38 323,638 5,111 
6.40 121,412 1,883 
5.29 31,355 392 
5.01 20,204 254 
5.97 18,828 272 
6.03 191,799 2,801 
6.25 515,437 7,912 
5.19 35,937 457 
5.14 997,978 12,345 
31,028 
123,518 
$1,152,524 
0.39% $ 36,927 $ 36 
1.13 234,596 589 
3.29 109,243 = 721 
3.73 7,563 81 
1.77 388,329 1,427 
4.77 17,953 200 
2.58 5,843 33 
1.75 30,459 104 
2.96 54,255 337 
1.93 442,584 1,764 
2.91 252,413 1,452 
3.89 37,387 352 
4.30 98,556 1,020 
2.60 830,940 4,588 
167,352 
55,509 
98,723 
$1,152,524 
2.54 
0.42 
2.96% $7,757 


0.39% 
1.00 
2.63 
4.27 


1.46 


4.43 
2.21 
1.36 
2.47 
1.59 


2.29 
3.74 
4.14 


2.20 


3.10% 


(3) Interest income includes the impact of interest rate risk management contracts, which increased interest income on the underlying 
assets $29 million, $86 million, $168 million and $421 million in the fourth, third, second and first quarters of 2005, respectively, 
and $439 million in the fourth quarter of 2004. Interest expense includes the impact of interest rate risk management contracts, 
which increased interest expense on the underlying liabilities $254 million, $274 million, $303 million and $504 million in the 
fourth, third, second and first quarters of 2005, respectively, and $295 million in the fourth quarter of 2004. For further information 
on interest rate contracts, see “Interest Rate Risk Management” beginning on page 69. 

(4) Primarily consists of time deposits in denominations of $100,000 or more. 

(5) The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in its current report on Form 8-K 


filed on January 23, 2006. 
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Item 7A. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK 
See “Market Risk Management” in the MD&A beginning on page 65 which is incorporated herein by reference. 
Item 8. FINANCIAL STATEMENTS AND SUPPLEMENTARY DATA 


Report of Management on Internal Control Over Financial Reporting 


The management of Bank of America Corporation is responsible for establishing and maintaining adequate internal 
control over financial reporting. 


The Corporation’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with accounting principles generally accepted in the United States of America. The Corporation’s internal 
control over financial reporting includes those policies and procedures that (i) pertain to the maintenance of records that, 
in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the company; 
(ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial 
statements in accordance with accounting principles generally accepted in the United States of America, and that 
receipts and expenditures of the company are being made only in accordance with authorizations of management and 
directors of the company; and (iii) provide reasonable assurance regarding prevention or timely detection of 
unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the financial 
statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


Management assessed the effectiveness of the Corporation’s internal control over financial reporting as of 
December 31, 2005, based on the framework set forth by the Committee of Sponsoring Organizations of the Treadway 
Commission in Internal Control—Integrated Framework. Based on that assessment, management concluded that, as of 
December 31, 2005, the Corporation’s internal control over financial reporting is effective based on the criteria 
established in Internal Control—Integrated Framework. 


Management’s assessment of the effectiveness of the Corporation’s internal control over financial reporting as of 
December 31, 2005, has been audited by PricewaterhouseCoopers, LLP, an independent registered public accounting 
firm, as stated in their report appearing on page 88. 


¢ “a a i 


Kenneth D. Lewis Alvaro G. de Molina 
Chairman, President and Chief Executive Officer Chief Financial Officer 
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Report of Independent Registered Public Accounting Firm 
To the Board of Directors and Shareholders of Bank of America Corporation: 

We have completed integrated audits of Bank of America Corporation’s 2005 and 2004 Consolidated Financial 
Statements and of its internal control over financial reporting as of December 31, 2005, and an audit of its 2008 
Consolidated Financial Statements in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Our opinions, based on our audits, are presented below. 


Consolidated Financial Statements 


In our opinion, the accompanying Consolidated Balance Sheet and the related Consolidated Statement of Income, 
Consolidated Statement of Changes in Shareholders’ Equity and Consolidated Statement of Cash Flows present fairly, in 
all material respects, the financial position of Bank of America Corporation and its subsidiaries at December 31, 2005 
and 2004, and the results of their operations and their cash flows for each of the three years in the period ended 
December 31, 2005 in conformity with accounting principles generally accepted in the United States of America. These 
Consolidated Financial Statements are the responsibility of the Corporation’s management. Our responsibility is to 
express an opinion on these Consolidated Financial Statements based on our audits. We conducted our audits of these 
Consolidated Financial Statements in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether the financial statements are free of material misstatement. An audit of financial statements includes 
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements, assessing the 
accounting principles used and significant estimates made by management, and evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 


As discussed in Note 1 of the Consolidated Financial Statements, the Corporation has restated its 2004 and 2003 
Consolidated Financial Statements. 


Internal Control Over Financial Reporting 


Also, in our opinion, management’s assessment, included in the Report of Management on Internal Control Over 
Financial Reporting appearing on page 87 of the Annual Report, that the Corporation maintained effective internal 
control over financial reporting as of December 31, 2005 based on criteria established in Internal Control—Integrated 
Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (COSO), is fairly stated, 
in all material respects, based on those criteria. Furthermore, in our opinion, the Corporation maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2005, based on criteria established in 
Internal Control—Integrated Framework issued by the COSO. The Corporation’s management is responsible for 
maintaining effective internal control over financial reporting and for its assessment of the effectiveness of internal 
control over financial reporting. Our responsibility is to express opinions on management’s assessment and on the 
effectiveness of the Corporation’s internal control over financial reporting based on our audit. We conducted our audit of 
internal control over financial reporting in accordance with the standards of the Public Company Accounting Oversight 
Board (United States). Those standards require that we plan and perform the audit to obtain reasonable assurance 
about whether effective internal control over financial reporting was maintained in all material respects. An audit of 
internal control over financial reporting includes obtaining an understanding of internal control over financial reporting, 
evaluating management’s assessment, testing and evaluating the design and operating effectiveness of internal control, 
and performing such other procedures as we consider necessary in the circumstances. We believe that our audit provides 
a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for external purposes in 
accordance with generally accepted accounting principles. A company’s internal control over financial reporting includes 
those policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and 
fairly reflect the transactions and dispositions of the assets of the company; (ii) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with generally 
accepted accounting principles, and that receipts and expenditures of the company are being made only in accordance 
with authorizations of management and directors of the company; and (iii) provide reasonable assurance regarding 
prevention or timely detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a 
material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies or 
procedures may deteriorate. 


Pricowattileure Laon ALA 
Charlotte, North Carolina 


March 14, 2006 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Consolidated Statement of Income 


Year Ended December 31 
2004 2003 

(Dollars in millions, except per share information) _ 2005 _(Restated) _ (Restated) 
Interest income 
Interest and fees on loans and leases ........ 0... e cece cece eee e eee eees $ 34,843 $ 28,051 $ 21,381 
Interest and dividends on securities ....... 0... ccc cece cee eee eens 10,937 7,256 3,071 
Federal funds sold and securities purchased under agreements to resell........... 5,012 1,940 1,266 
Trading account assetS ....... 0... c cece cece cece e teen eee ee eee eeee 5,743 4,016 3,947 
Other interest income. 5 ce bE 8 A pabdacn enh aR Weel neh Legs duced banthdae Lok eu es 2,091 1,690 1,507 

Total interest income & :.<. 6b sea a ok eerie 8 ee ERS EEE ONG Ow eS 58,626 42,953 31,172 
Interest expense 
DEPOSItS 2.654 orinaak cededdewtedewaaeecdeed timed daaeeneneb eaeted ate 9,492 5,921 4,562 
Short-term borrowings ........ 0... cece cece ete nee e teen teen ee eeee 11,615 4,072 1,871 
Trading account liabilities: «)3..3..402% 64.2000 204 ween eee eget eds aedewe neha tes 2,364 1,317 1,286 
Long-term debt ss .0sc.c2tcecc.oe Geet ease Sodlces eed ta cae Pee eels ass 4,418 3,683 2,948 

Total interest expense ..... 0... cece een e ene een e nes 27,889 14,993 10,667 
Net interest income ............... 0. ccc eee ene e nent ene n ene 30,737 27,960 20,505 
Noninterest income 
DGFVICE Charses: ec .0.5 c3a seeder ce ates et ade ee noe Ewen ad Chae ket weeks 7,704 6,989 5,618 
Investment and brokerage services .......... 000 ccc ccc teen e eee eee 4,184 3,614 2,371 
Mortgage banking Income: sce iiisiccgieusiagonerein ce 22a he Mavala Qalgcace’s ong. dye ack ahawialeieunaatale 805 414 1,922 
Investment’ banking income...2.2.4..252.40sean ee seek eee ee eau dae ARG eA Re 1,856 1,886 1,736 
Equity investment gains ......... 0... cece cece ee teen teen eee eens 2,040 863 215 
Card income: ¢ i+ 25..4 cede ee adda eh eed Me ddehae eee eae dads 5,753 4,592 3,052 
Trading account pronits:. 233 d2 wa 5aw i ohind ae DME eda aes ad Pawn ond Adee eee thes 1,812 869 408 
OEMEP TACOIME: «5 sos.-.0c5besse acta nore hums ed Geeta ocd Sek ade Paw Oe tba ced enes a hin Swe ele 1,200 1,778 2,007 

Total noninterest income ........ 0... ccc een e ene nent n eens 25,354 21,005 17,329 
Total rEVENUE® 5...205.5 nitude dvds bee ohne hase bi dodede hieiweadecdes 56,091 48,965 37,834 
Provision for credit losses ............. 0c ccc cnn nen n ene eens 4,014 2,769 2,839 
Gains on sales of debt securities ............0...0 0000s 1,084 1,724 941 
Noninterest expense 
Personnel. nc cscs oeentee Shue et ae pad ee ede eee eS Eel eee ees 15,054 13,4385 10,446 
Occupancy .3.. 0-50 rkwceebleneeeei beds ee cee Me antaeie iia sk aed eyeendngneee 2,588 2,379 2,006 
KNquipment \:23.i.0sti-re aed hee eeied del edie hea A ade oe eared 1,199 1,214 1,052 
Marketing 3c cccoeecs este ents actics, hh tui eets oar since sas odes, dbus aus go sac cs cecene da dearted duds duls erty 1,255 1,349 985 
Professional £6O8:: 13 /o.s%e dns dcreeege wo RE ate bee Soe eR TANI OY edb EBs hd aes Meee 930 836 844 
Amortization of intangibles ....... 00... cece ccc eee e eee e nee nn eee 809 664 217 
Data: PFOCESSING® oo 4 cusa'e cowed sanding hath aly Shed tha areata eb anal bag pea aus ere eee alansea aig ey 1,487 1,330 1,104 
TelecommiUNnicatiOns. (4.22.4 26:2 ee senses grehaed cee REN ADEE Da bee SRA RE E Owes 827 730 571 
Other general operating .......... cece ccc cece eee tenn eee nn eeee 4,120 4,457 2,930 
Merger and restructuring charges .......... 0... c eee eee ene ee eee eee eens 412 618 _ 

Total noninterest expense ..... 0... cette e teen eens 28,681 27,012 20,155 
Income before income taxes ............0 0. tenn n nen eens 24,480 20,908 15,781 
Income tax expense: :..5:5 202.4 sneered tee ee ERE EERE EERE eR 8,015 6,961 5,019 
NeGtancOme? .3.56<3055-5-52-6. 38d ice hi Rb ee ws AAO eee ewes $ 16,465 $ 138,947 $ 10,762 
Net income available to common shareholders .......................0005: $ 16,447 $ 18,931 $ 10,758 
Per common share information 
APA SSE cos eect’ Gea tend Bie racncese Saco ede beach eae ah ere du eee eles Gok adunandra ls ech dtsleomis ts eae $ 4.10 $ 3.71 $ 3.62 
Diluted earnings: .2.64-b6. es ac tae awe Che be wee eS GAG Eee bh doen deaawes $ 4.04 $ 3.64 $ 3.55 
DivideGHds Paid. cc:as.02a2 cence SA hes a eee era ae eed KGS oaen hee Buh beae eed $ 1.90 $ 1.70 $ 1.44 
Average common shares issued and outstanding (in thousands) ........... 4,008,688 3,758,507 2,973,407 


Average diluted common shares issued and outstanding (in thousands) ... 4,068,140 3,823,943 3,030,356 


See accompanying Notes to Consolidated Financial Statements. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
Consolidated Balance Sheet 


December 31 
2004 
(Dollars in millions) 2005 (Restated) | 
Assets 
Cash: and cash-équivalents: .:.25.406d0c..05 da aee aging bea hens RS 4b wanes RET Oana eels $ 386,999 $ 28,936 
Time deposits placed and other short-term investments ............ 000 cece cece eee eens 12,800 12,361 
Federal funds sold and securities purchased under agreements to resell (includes $148,299 
and $91,243 pledged as collateral) ........ 0. ccc ccc cette teen ene 149,785 91,360 
Trading account assets (includes $68,223 and $38,929 pledged as collateral) ................ 131,707 93,587 
Derivative assets: .¢0444i-ipebh hobs eee ei hea stnddtedadanracnnd aowd GSS ea ad 23,712 30,235 
Securities: 
Available-for-sale (includes $116,659 and $45,127 pledged as collateral)................ 221,556 194,743 
Held-to-maturity, at cost (market value—$47 and $329) .......... 0... c cece eee eee 47 330 
Total securities. ..c-h0¢4050¥ sided baa edb etideddaddau bad bean vidasedaasd 221,603 195,073 
WhO AMS ANG: EASES! oy. cc2 ccs sceedactea aes aie ees See es 44, wedia dads BRA te eel ed ce AE dd RANE, BEES Weed acon 573,791 521,813 
Allowance for loan and lease losseS .... 0... t nent nent e eens (8,045) (8,626) 
Loans and leases, net of allowance ........ 0... ccc cece cee cent eee eneees 565,746 513,187 
Premises and equipment, net .... 00... tent ete eet eee n teen neas 7,786 7,517 
Mortgage servicing rights ..... 00... een een tenet been tenet e eee nnee 2,806 2,481 
CaaS edict eg de cerca sto eteit gts sete td doce ie aia hades nei ee naees 45,354 45,262 
Core deposit intangibles and other intangibles .......... 0... ccc eee eee eee eee nee nee 3,194 3,887 
MET GE SSCS 23, oe5, 2 oearae eae cancel fads bu tusreeatn ade tera cecastia soa tis sable eee atanin a. ae aeeeane aariysahantutone nears eeaneek 90,311 86,546 
Total :aSSets: es. ec65 She bs evcdecdnd bard eee eed ne b Schau etvenee Medes dpeae-cies $1,291,803 $1,110,432 
Liabilities 
Deposits in domestic offices: 
Nonintérést-béaring: .0..33 4scdecahai cs Gain 298 REAA RARE HOGS RRS ARERR E SS Mies $ 179,571 $ 163,833 
Interest-bearing «....2.-2.30dcgennus deed ddd nba eeeesd babetawinideddaeu eG04 duddbes 384,155 396,645 
Deposits in foreign offices: 
Noninterest-bearing 0.2.02 4de88 260 basaeoeabee Mew ows $49 noha ge eek ea eaten 7,165 6,066 
Initerest=be@ arin csi c2ic5. ge seodea ai duds bot ded acasat ochce be ceadoapds doth deed dauatac at's Rut dua Jende dave ibodbrare @ Grated ese 63,779 52,026 
Total. deposits: <.2..20653dneve0beeeanentowdeetee inden de ona poe rare dee dered 634,670 618,570 
Federal funds purchased and securities sold under agreements to repurchase ............... 240,655 119,741 
Trading account liabilities ........ 0... een t ete teen tne nnens 50,890 36,654 
Derivative Wabilities: ¢s.ses6.0 shh seco hb danced ba OG ed Reta hee eR ed Nas, Rete 15,000 17,928 
Commercial paper and other short-term borrowings ............ 0.0 cece eee eee cnet e eee 116,269 78,598 
Accrued expenses and other liabilities (includes $395 and $402 of reserve for unfunded 
lending commitments) .......... 0. ccc eee e ene ene nent een e ee nnee 31,938 41,590 
Tori bern: AOD to. f.scde ad ace od ou dendsaod, doth abbr saexcacaligahueb aun sdsaird,audaediadg Bw ac seas oeataadendcapabe, duaudbraceie Acalateuncs 100,848 97,116 
Total liabilities. 33.35.66 2234 4.444426 S-hd poe ba a4 cid bee Mee eed ared 1,190,270 1,010,197 
Commitments and contingencies (Notes 9 and 13) 
Shareholders’ equity 
Preferred stock, $0.01 par value; authorized— 100,000,000 shares; issued and 
outstanding—1,090,189 shares ........ 0... ccc ccc nee nent n nee nnee 271 271 
Common stock and additional paid-in capital, $0.01 par value; authorized—7,500,000,000 
shares; issued and outstanding —3,999,688,491 and 4,046,546,212 shares ................ 41,693 44,236 
Retained 6amings - «0: ¢ 2 esnte2 shed tae ening Kaantiat a heed ewe eins ted Oe adedel baat hoes 67,552 58,773 
Accumulated other comprehensive income (loss) ......... 0.00 e cee cece cette eee e eens (7,556) (2,764) 
GR goer sb papactic ee teada ae dot sattaa ose peiencaeantacse the acres acaba isevadsdecsa te tee teete etna ea eplatande dior ami a araeese: (427) (281) 
Total shareholders’ equity ............ 0... cece cee nee nee 101,533 100,235 
Total liabilities and shareholders’ equity ..................0.00 0c eee $1,291,803 $1,110,432 


See accompanying Notes to Consolidated Financial Statements. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
Consolidated Statement of Changes in Shareholders’ Equity 


Common Stock ee Total 
Lae i corre Comprehensive Share- Compre- 
(Dollars in millions, shares in Preferred —@0™ wapial Retained Income holders’ hensive 
thousands) , See. Shae, mouns Becomes. Coe _ Osher Baul dueome: 
Balance, December 31, 2002 (As 
previously reported) ..............-. $ 58 3,001,382 $ 496 $48,517 $ 1,232 $ 16 $ 50,319 
Restatement adjustments® ............ 1,011 (181) 880 
Balance, December 31, 2002 
(Restated) ................ 0000 eee 58 3,001,382 496 49,528 1,101 16 51,199 
ING@b INCOME 6.5.5.5 cscs cused Pans RO rasl eevee ane 10,762 10,762 $10,762 
Net unrealized losses on 
available-for-sale debt and marketable 
equity securities .................... (564) (564) (564) 
Net unrealized gains on foreign currency 
translation adjustments ............. 2 2 2 
Net losses on derivatives .............. (2,959) (2,959) (2,959) 
Cash dividends paid: 
COMMON nisi o4 ain eer te caneaiaes (4,277) (4,277) 
Preferred |s.é cis sive sou ae doses a ead ave she (4) (4) 
Common stock issued under employee 
plans and related tax benefits ......... 139,298 4,372 (123) 4,249 
Common stock repurchased ............ (258,686) (4,936) (4,830) (9,766) 
Conversion of preferred stock .......... (4) 294 4 
Other p.ah4-oicchesaes tone Seen race 93 (17) (14) (47) 15 (14) 
Balance, December 31, 2003 
(Restated) ..............0..00 000 54 2,882,288 29 51,162 (2,434) (154) 48,657 7,227 
Net Incomes 056664 cde sweeten ide eees 13,947 13,947 13,947 
Net unrealized losses on 
available-for-sale debt and marketable 
equity securities ...................0. (127) (127) (127) 
Net unrealized gains on foreign currency 
translation adjustments ............. 13 13 13 
Net losses on derivatives .............. (185) (185) (185) 
Cash dividends paid: 
COMMON». scsaeescartvee arse atone nae (6,452) (6,452) 
Preferred | i: ds ca sare toe bs Sains (16) (16) 
Common stock issued under employee 
plans and related tax benefits ......... 121,149 4,066 (127) 3,939 
Stock issued in acquisition ........... 271 1,186,728 46,480 46,751 
Common stock repurchased ............ (147,859) (6,375) 89 (6,286) 
Conversion of preferred stock .......... (54) 4,240 54 
OEREE sv dries en sceeee sre ded coarse ease Gs (18) 43 (31) (6) (31) 
Balance, December 31, 2004 
(Restated) ................ 00000 e ae 271 4,046,546 44,236 58,773 (2,764) (281) 100,235 13,617 
Net income 6.5 .iiiscuece cece aoa sas 16,465 16,465 16,465 
Net unrealized losses on 
available-for-sale debt and marketable 
equity securities .................04. (2,781) (2,781) (2,781) 
Net unrealized gains on foreign currency 
translation adjustments ............. 32 32 32 
Net losses on derivatives .............. (2,059) (2,059) (2,059) 
Cash dividends paid: 
COMMON: 33 hase th teed (7,665) (7,665) 
Preferred) (303 5.2.5 43 css oR aoe Re Reg Be (18) (18) 
Common stock issued under employee 
plans and related tax benefits ......... 79,579 3,222 (145) 3,077 
Common stock repurchased ............ (126,437) (5,765) (5,765) 
Othe? 8.6504 sa buco a tease eee (3) 16 (1) 12 16 
Balance, December 31, 2005 ......... $271 3,999,688 $41,693 $67,552 $(7,556) $(427) $101,533 $11,673 


(1) At December 31, 2005, 2004 and 2003, Accumulated Other Comprehensive Income (Loss) includes Net Unrealized Gains (Losses) on 
Available-for-sale (AFS) Debt and Marketable Equity Securities of $(2,978) million, $(197) million and $(70) million, respectively; 
Net Unrealized Gains (Losses) on Foreign Currency Translation Adjustments of $(122) million, $(155) million and $(168) million, 
respectively; Net Gains (Losses) on Derivatives of $(4,338) million, $(2,279) million and $(2,094) million, respectively; and Other of 
$(118) million, $(133) million and $(102) million, respectively. 

(2) For additional information on Accumulated OCI, see Note 14 of the Consolidated Financial Statements. 

(3) For additional information on the restatement adjustments, see Note 1 of the Consolidated Financial Statements. 

(4) Includes adjustment for the fair value of outstanding FleetBoston Financial Corporation (FleetBoston) stock options of $862 million. 


See accompanying Notes to Consolidated Financial Statements. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
Consolidated Statement of Cash Flows 


Year Ended December 31 
2004 2003 
(Dollars in millions) 2005 (Restated) (Restated) 
Operating activities 
Net ineoimie - piccscsniis Giese dae ee hae dadie Kee gaden SaGad Geoals Gaede Saad ee RES EREER SS $ 16,465 $ 13,947 $ 10,762 
Reconciliation of net income to net cash provided by (used in) operating activities: 
Provision for credit: lOSS@S) 64:0 04.4 9:4:6 ie Ba 0B bE OR Oe a Rati WR a Roya a ore aude Oe AES 4,014 2,769 2,839 
Gains on sales:of debt securities: <<.c¢ 6 dscesaactesss deasereaceias Hs wis al acsts Sra Sac Seg as Paw aeae ea aa (1,084) (1,724) (941) 
Depreciation and premises improvements amortization ............. 0c cece ee eee eee 959 972 890 
Amortization of Intangibles! <i 05 gen wcew eave ewtans Bat bewkda Wedd aewewtobes ay ealed naes 809 664 217 
Deferred income tax expense (benefit) ....... 0... ccc teen cence nee 1,695 (519) (295) 
Net increase in trading and derivative instruments ............ 0000 c cece eee e ete eeeee (18,911) (13,944) (13,639) 
Net (increase) decrease in other assetS ...... 0. 0c ccc cece cece ete e eee eee e eens (104) (11,928) 10,647 
Net increase (decrease) in accrued expenses and other liabilities .................00.00005 (8,205) 4,594 12,067 
Other operating activities, net 2.0.6... cent ne tebe e eee eee eee (7,861) 1,647 439 
Net cash provided by (used in) operating activities .......... 0. cece ee (12,223) (3,522) 22,986 
Investing activities 
Net increase in time deposits placed and other short-term investments ..............00 00 eee ee (439) (1,147) (1,238) 
Net increase in federal funds sold and securities purchased under agreements to resell ......... (58,425) (3,880) (31,614) 
Proceeds from sales of available-for-sale securities ......... 0. ccc cnet e eens 134,490 117,672 171,711 
Proceeds from maturities of available-for-sale securities .......... 0... cc cece cece cee teens 39,519 26,973 26,953 
Purchases of available-for-sale securities 2.0.0.0... ccc cc eect nee een e teens (204,476) (243,573) (195,852) 
Proceeds from maturities of held-to-maturity securities ........... 00. cece eee eens 283 153 779 
Proceeds from sales of loans and leases ......... 0... ccc ccc nent cent e eee e nee enee 14,458 4,416 32,672 
Other changes in loans and leases, net ...... 0... cece ence nent eee e eee nee (71,078) (32,350) (74,037) 
Additions to mortgage servicing rights, net ......... eee cee eee e een eneeee (736) (1,075) (1,690) 
Net purchases of premises and equipment ......... 0.0 c cece eee eee eect nett e teen eee (1,228) (863) (209) 
Proceeds from sales of foreclosed properties ........ 0... c cece eee cece ett e nent eens 132 198 247 
Investment in China Construction Bank .......... 006. e eee e eee nee (3,000) _ _ 
Investment in Grupo Financiero Santander Serfin .........0.00 0. ccc ce eee eens - — (1,600) 
Net cash (paid for) acquired in business acquisitions ...........0. 0. cece ccc e ct eec nets (49) 4,936 (141) 
Other investing activities, net .... 0... kee ccc eect e nent een n eee e eens 104 986 898 
Net cash used in investing activities ...... 0... ccc eee e een nee (150,445) (127,554) (73,121) 
Financing activities 
Net incréasé in deposits: <ic20.g0c t0e cs cagueereeus sae eases eee s ER ye da Seda ba eee 16,100 64,423 27,655 
Net increase in federal funds purchased and securities sold under agreements to repurchase .... 120,914 35,752 12,967 
Net increase in commercial paper and other short-term borrowings ................ceeeeeeeee 37,671 37,437 13,917 
Proceeds from issuance of long-term debt .......... 0000s ccc cece et eect eee eee enee 21,958 21,289 16,963 
Retirement of long-term debt ......... 0... n ete eee eee t eee e eee enee (15,107) (16,904) (9,282) 
Proceeds from issuance of common stock ......... 0.0 cece ee ence n eee een eee nee 2,846 3,712 3,970 
Common ‘stock repurchased z oii ccascced cone hes osdaw ies soa ee hed Halwa se oe ee ESTAR (5,765) (6,286) (9,766) 
CASH CAV ICES! PAL, cycastcesen deer ars sila doe Aayaate Shatter adres cael ra side aceta cetasa Tie ihe as tROS Nidal tea alphas (7,683) (6,468) (4,281) 
Other financing activities; net s..4 ..660 cde dened bows ea ee cae eee ee eee es Cae ea ess (117) (91) (72) 
Net cash provided by financing activities ....... 00... cece cee teenies 170,817 132,864 52,071 
Effect of exchange rate changes on cash and cash equivalents ........... 0... e eee eee eee eee (86) 64 175 
Net increase in cash and cash equivalents 1.2.0.0... 0... c ccc eect etn ete eeeee 8,063 1,852 2,111 
Cash and cash equivalents at January 1... 1... cent cent eee eee nnnes 28,936 27,084 24,973 
Cash and cash equivalents at December 31 ................0 0000 cee eens $ 36,999 $ 28,936 $ 27,084 
Supplemental cash flow disclosures 
(OPTI of efits ly voy ep 0041-1 2-1-] Re te ee ao ene ee ed On ee te ee $ 26,2389 $ 13,765 $ 10,214 
Cash paid for income taxésisc s2..cag ce cdedaas gages d aa4nud da Pedede 4 eRe Maa T gewe ae a eas 7,049 6,088 3,870 


Assets and liabilities of a certain multi-seller asset-backed commercial paper conduit that was consolidated amounted to $4,350 million 


in 2003. 


Net transfers of Loans and Leases to loans held-for-sale (included in Other Assets) from the loan portfolio for Asset and Liability 


Management purposes amounted to $73 million in 2005. 


Net transfers of Loans and Leases from loans held-for-sale to the loan portfolio for Asset and Liability Management purposes amounted 


to $1,106 million and $9,683 million in 2004 and 2003. 


In 2004, the fair values of noncash assets acquired and liabilities assumed in the merger with FleetBoston were $224,492 million and 


$182,862 million. 


In 2004, approximately 1.2 billion shares of common stock, valued at approximately $45,622 million, were issued in connection with the 


merger with FleetBoston. 


See accompanying Notes to Consolidated Financial Statements. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 


Bank of America Corporation and its subsidiaries (the Corporation) through its banking and nonbanking 
subsidiaries, provide a diverse range of financial services and products throughout the U.S. and in selected international 
markets. At December 31, 2005, the Corporation operated its banking activities primarily under two charters: Bank of 
America, National Association (Bank of America, N.A.) and Bank of America, N.A. (USA). On June 18, 2005, Fleet 
National Bank merged with and into Bank of America, N.A., with Bank of America, N.A. as the surviving entity. This 
merger had no impact on the Consolidated Financial Statements of the Corporation. On June 30, 2005, the Corporation 
announced a definitive agreement to acquire all outstanding shares of MBNA Corporation (MBNA) (the MBNA Merger). 
The transaction was effective January 1, 2006. On April 1, 2004, the Corporation acquired all of the outstanding stock of 
FleetBoston Financial Corporation (FleetBoston) (the FleetBoston Merger). 


Note 1—Summary of Significant Accounting Principles 
Restatement 


The Corporation is restating its historical financial statements for the years 2004 and 2003, for the quarters in 2005 
and 2004, and other selected financial data for the years 2002 and 2001. These restatements and resulting revisions 
relate to the accounting treatment for certain derivative transactions under the Statement of Financial Accounting 
Standards (SFAS) No. 133, “Accounting for Derivative Instruments and Hedging Activities, as amended” (SFAS 133). 


As a result of an internal review completed in the first quarter of 2006 of the hedge accounting treatment of certain 
derivatives, the Corporation concluded that certain hedging relationships did not adhere to the requirements of SFAS 
133. The derivatives involved were used as hedges principally against changes in interest rates and foreign currency 
rates in the Asset and Liability Management (ALM) process. 


A number of the transactions included in the restatement did not meet the strict requirements of the “shortcut” 
method of accounting under SFAS 133. Although these hedging relationships would have qualified for hedge accounting 
if the “long haul” method had been applied, SFAS 133 does not permit the use of the “long haul” method retroactively. 
Consequently, the restatement assumes hedge accounting was not applied to these derivatives and the related hedged 
item during the periods under review. A majority of these transactions related to internal interest rate swaps whereby 
the Corporation used its centralized trading desk to execute these trades to achieve operational effectiveness and cost 
efficiency. These interest rate swap trades were executed internally between the Corporation’s treasury operations and 
the centralized trading desk. It has been the Corporation’s long standing policy to lay these internal swaps off to an 
external party within a three-day period. In almost all cases, cash was exchanged (either paid or received) with the 
external counterparty to compensate for market rate movements between the time that the internal swap and the 
matching trade with the external counterparty were executed. Although the overall external trade, including the cash 
exchanged, was transacted at a fair market value of zero, the cash exchanged offset the fair market value of the external 
swap which was other than zero. Swaps with a fair market value other than zero at the inception of the hedge cannot 
qualify for hedge accounting under the shortcut method. Accordingly, the shortcut method was incorrectly applied for 
such derivative instruments. 


The Corporation also entered into certain cash flow hedges which utilized the centralized trading desk to lay off the 
internal trades with an external party. The key attributes, including interest rates and maturity dates, of the internal 
and external trades were not properly matched. The Corporation performed the effectiveness assessment and measure of 
ineffectiveness on the internal trades instead of the external trades. As a result, such tests were not performed in 
accordance with the requirements of SFAS 133. Accordingly, hedge accounting was incorrectly applied for such 
derivative instruments. 


The Corporation used various derivatives in other hedging relationships to hedge changes in fair value or cash flows 
attributable to either interest or foreign currency rates. Although these transactions were documented as hedging 
relationships at inception of the hedge, the upfront and ongoing effectiveness testing was either not performed, 
documented or assessed in accordance with SFAS 133. In addition, for one cash flow hedge transaction relating to the 
anticipated purchase of securities, which impacted the third quarter of 2004 by $399 million, the timing of an amount 
reclassified from Accumulated OCI to earnings upon the subsequent sale of such securities was adjusted. Adjustments to 
correct the accounting for those hedging relationships are included in the restated results. We do not believe that these 
adjustments are material individually or in the aggregate to our financial results for any reported period. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


The following table sets forth the effects of the adjustments on Net Income for the years 2004 and 2003. Since we 
could not apply hedge accounting for those transactions, the derivative transactions have been marked to market 


through the Consolidated Statement of Income with no related offset for hedge accounting. 


Increase (Decrease) in Net Income “ 


Year Ended December 31 

(Dollars in millions) 2004 2003 
As Previously Reported net income... ....... 0. cc ccc eet e etn een eens $14,143 $10,810 
Internal fair value hedges ....... 0... . cece cee cee eee eee e nee nee ne eens (190) (144) 
Internal cash flow hedgés: 2.604 ...0.¢ cade ee eee ened Saeed ee eee wee e Ee Rees (281) 104 
Other; Nets... ne hen ideadaaesa eed deed bo eade eather ode dite eden cance 275 (9) 

Totaladjustment: »..:63.c¢e00 eee owes coarecienbe eo aga eles fe tlenecitue De eau saan (196) (49) 
Restated net income ........ 0... cece ccc eee eee cece eee n eee e eens ne eees $13,947 $10,762 
Percent change: ....c2 i iccedaica baae in cee eae hieebhete koe ed beans heed edie (1.4)% (0.5)% 


(1) For presentation purposes, certain numbers have been rounded. 


The following tables set forth the effects of the restatement adjustments on affected line items within our previously 
reported Consolidated Statement of Income for the years 2004 and 2003, Consolidated Balance Sheet as of December 31, 
2004, Consolidated Statement of Changes in Shareholders’ Equity for the years 2004 and 2003, and Consolidated 


Statement of Cash Flows for the years 2004 and 2003. 


Bank of America Corporation and Subsidiaries 


Consolidated Statement of Income 


Year Ended December 31 
2004 2003 
As As 
Previously Previously 

(Dollars in millions, except per share information) Reported Restated Reported Restated 
Interest and fees on loans and leases .......... 000s cece cee cece nent eee e eens $28,213 $28,051 $21,668 $21,381 
Interest and dividends on securities ....... 0... cece 7,262 7,256 3,068 3,071 
Federal funds sold and securities purchased under agreements to resell........... 2,043 1,940 1,373 1,266 
Total interest coME sy s.64 s,s 0 GES wake Oa gee aS dale Hee Me gee aS 43,224 42,953 31,563 31,172 
12) 60) ne ee ee 6,275 5,921 4,908 4,562 
Short-term borrowiNgs: 166 dadcesgcudicns sai Sines He GH dice dare VaR ERG see ae ee a 4,434 4,072 1,871 1,871 
Long-term debt « cacccicecancdecgcanceas eeeined eae ee nadesgs cue keees ane eae e eure 2,404 3,683 2,034 2,948 
Total:interest:expense <c4ns aces Shae dea Melndn Vleck dhe daa Me wdeaalae Shae gee peed 14,430 14,993 10,099 10,667 
Net INterest INCOME. «3.4 iviadarencuseme ta aaadad ed ansingdaiteubnt sages bones 28,794 27,960 21,464 20,505 
Trading account: profitss.ccidccasacude ree tk pense ean ehbawas scan alee 869 869 409 408 
OEDESF INCOME sf 5.8.5 dg i secede nde: dar te sbod hom maid thes ctlntbabeictbs blbrg Mustnsnbrndnec Bar # 6 bod lang. Buaih este 858 1,778 1,127 2,007 
Total noninterest Income: 32.2 cs dca ik eek t cee ed eae OaS Bow ah oaed en caw eaee es 20,085 21,005 16,450 17,329 
Total TEVEDUE: oc csicaddpcec nee nee RTE KOTO Heres TONER ERS Oe wR EES 48,879 48,965 37,914 37,834 
Gains on sales of debt securities ......... 0... cece ccc eect cnet ene e eens 2,123 1,724 941 941 
Income before income taxes .......... cece eect eect ene t en ee nee eeee 21,221 20,908 15,861 15,781 
INCOME: tAXEXPENSE: a5 sag giacdias de Mal owls Has Shee de wade s Gag dad He dem aane dele ees 7,078 6,961 5,051 5,019 
INET ANCOME 2. cen arassntts, Sha cived aonb adiitten ad en cee Menace atta etetihe dome dd ana lee eda aeleat $14,143 $13,947 $10,810 $10,762 
Net income available to common shareholders ........... 0.00 cece cece eee e eens $14,127 $13,931 $10,806 $10,758 
Per common share information 

Harmings> 2 sssqocc Wb cuss Bias diac des Rae es Hah dee ow aa Mae Hea Oe eG RGN Mad wach $ 3.76 $§ 3.71 $ 363 $ 3.62 
Diluted Carini gs. si.3). aisles cds adn castislctoe ern acensesene bon adh ede avenhig oinadeaua aca tise Bere sees $ 3.69 $ 364 $$ 3.57 $ 3.55 
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Notes to Consolidated Financial Statements— (Continued) 


Bank of America Corporation and Subsidiaries 


Consolidated Balance Sheet 


December 31, 2004 
As 
Previously 
(Dollars in millions) Reported Restated 
Loans and leases, net of allowance for loan and lease losses ..........0 000: eee e eee e nee n eens $ 513,211 $ 513,187 
"DO ba ASS OU 5c fdas. chute goneds eM duaocatear dup litt pon oa Bin AG Bs ieee sean anne aa ace seats peaie Auiolants ie, Ale bes 1,110,457 1,110,432 
Accrued expenses and other liabilities ..... 0.0... eee eect e enn eeeee 41,243 41,590 
Lonettérm debt: sstidas-ocedwigaa Gaaeneean tee gee neha abet os gee Meanie os gene da aes 98,078 97,116 
Total LATE) goo; cist aexctneicteca hg tank ern egiebiashrdsbedacbnn styaid sdl aesertubianck cesbteh hve stash gba odldbianoh cheb bve bnchld cdl andeid Aye 1,010,812 1,010,197 
Retained earnings) os. sc 6 sauteed ee tbe Vaal hate aoe tek Hate Oh ea engi Was ke Mh ede edos Sou ats 58,006 58,773 
Accumulated other comprehensive income (loss) .......... 000 cee cee cee eee e ete eens (2,587) (2,764) 
Total shareholders’ €qUity ..icscaw via siad duacaead chee eiad open ewes gslesgaadamemse i aaldawes 99,645 100,235 
Total liabilities and shareholders’ equity .......... 0. cece cece eee e enn e tenes $1,110,457 $1,110,432 
Bank of America Corporation and Subsidiaries 
Consolidated Statement of Changes in Shareholders’ Equity 
Accumulated 
Other Total 
Retained Comprehensive Shareholders’ Comprehensive 
Earnings™ Income (Loss) Other Equity Income 
As As As As As 
Previously Previously Previously Previously Previously 


(Dollars in millions) 


Balance, December 31, 


Reported Restated Reported Restated Reported Restated Reported Restated Reported Restated 


+1 || | )- a ma $48,517 $49,528 $1,232 $1,101 $ 16 $ 16 $50,319 $ 51,199 $ — $ - 
Net income ............ 10,810 10,762 10,810 10,762 10,810 10,762 
Net gains (losses) on 

derivatives .......... (2,803) (2,959) (2,803) (2,959) (2,803) (2,959) 
Balance, December 31, 

1] 5 eee 50,198 51,162 (2,148) (2,434) (153) (154) 47,980 48,657 7,430 7,227 
Net income ............ 14,143 13,947 14,143 13,947 14,143 13,947 
Net gains (losses) on 

derivatives .......... (294) (185) (294) (185) (294) (185) 
Balance, December 31, 

20046 sie cea gee $58,006 $58,773 $(2,587) $(2,764)  $(281) $(281) $99,645 $100,235 $13,704 $13,617 


(1) The cumulative effect of 
billion. 


the restatement adjustments on Retained Earnings as of December 31, 2002 was approximately $1.0 


Bank of America Corporation and Subsidiaries 


Consolidated Statement of Cash Flows 


Year Ended December 31 
2004 2003 
As Previously As Previously 
(Dollars in millions) Reported Restated Reported Restated 
Operating activities 
IN GG IINCOMIG! 2 ao ccce ara k 2 eset eared dans oe ee A Hs $ 14,143 $ 13,947 $ 10,810 $ 10,762 
Gains on sales of debt securities .......... 0.0. ccc ete eee teen ene (2,123) (1,724) (941) (941) 
Deferred income tax benefit ..........0 0. ccc ccc cee cee teen ne ne teens (402) (519) (263) (295) 
Net increase in trading and derivative instruments ................0000405 (13,180) (13,944) (13,153) (13,639) 
Other operating activities, net ...... 0... eee ccc cece ee een eee 564 1,647 38 439 
Net cash provided by (used in) operating activities ...............0000 0005 (3,927) (3,522) 23,151 22,986 
Investing activities 
Proceeds from sales of available-for-sale securities .......... 00.00.0000 eee $ 107,107 $ 117,672 $ 171,711 $ 171,711 
Purchases of available-for-sale securities .......... 0.0. c cece eee eee eee (232,609) (243,573) (195,852) (195,852) 
Other changes in loans and leases, net ......... 0.0 cece cee cee eens (32,344) (32,350) (74,202) (74,037) 
Net cash used in investing activities ....... 0... ccc cece eee eee (127,149) (127,554) (73,286) (73,121) 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
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Principles of Consolidation and Basis of Presentation 


The Consolidated Financial Statements include the accounts of the Corporation and its majority-owned subsidiaries, 
and those variable interest entities (VIEs) where the Corporation is the primary beneficiary. All significant 
intercompany accounts and transactions have been eliminated. Results of operations of companies purchased are 
included from the dates of acquisition. Certain prior period amounts have been reclassified to conform to current period 
presentation. Assets held in an agency or fiduciary capacity are not included in the Consolidated Financial Statements. 
The Corporation accounts for investments in companies in which it owns a voting interest of 20 percent to 50 percent 
and for which it has the ability to exercise significant influence over operating and financing decisions using the equity 
method of accounting. These investments are included in Other Assets and the Corporation’s proportionate share of 
income or loss is included in Other Income and Accumulated Other Comprehensive Income (OCI), where applicable. 


The preparation of the Consolidated Financial Statements in conformity with accounting principles generally 
accepted in the United States requires management to make estimates and assumptions that affect reported amounts 
and disclosures. Actual results could differ from those estimates and assumptions. 


Recently Issued or Proposed Accounting Pronouncements 


On February 16, 2006, the Financial Accounting Standards Board (FASB) issued SFAS No. 155, “Accounting for 
Certain Hybrid Instruments” (SFAS 155), which permits, but does not require, fair value accounting for any hybrid 
financial instrument that contains an embedded derivative that would otherwise require bifurcation in accordance with 
SFAS 133. The statement also subjects beneficial interests issued by securitization vehicles to the requirements of SFAS 
133. The statement is effective as of January 1, 2007, with earlier adoption permitted. Management is currently 
evaluating the effect of the statement on the Corporation’s results of operations and financial condition. 


On August 11, 2005, the FASB issued two exposure drafts which would amend SFAS No. 140, “Accounting for 
Transfers and Servicing of Financial Assets and Extinguishments of Liabilities—a replacement of FASB Statement 
No. 125” (SFAS 140). The exposure draft, “Accounting for Transfers of Financial Assets,” would revise and clarify the 
criteria for derecognition of transferred financial assets. It would also place restrictions on the ability of a qualifying 
special purpose entity to roll over beneficial interests such as short-term commercial paper. The provisions of this 
exposure draft are expected to be effective at various dates beginning in 2006. Management is currently evaluating the 
effect of the provisions of the exposure draft on the Corporation’s results of operations and financial condition. The 
second exposure draft, “Accounting for Servicing of Financial Assets,” would permit, but not require, an entity to account 
for one or more classes of servicing rights (i.e., mortgage servicing rights, or MSRs) at fair value, with changes in fair 
value recorded in income. The exposure draft is expected to be issued during the first quarter of 2006, to be effective as of 
January 1, 2006. The Corporation expects to utilize the fair value approach for MSRs upon adoption of this standard. 
The final statement is not expected to have a material impact on the Corporation’s results of operations or financial 
condition. 


On July 14, 2005, the FASB issued an exposure draft, FASB Staff Position (FSP) No. FAS 13-a, “Accounting for a 
Change or Projected Change in the Timing of Cash Flows Relating to Income Taxes Generated by a Leveraged Lease 
Transaction” (FSP 13-a). The FASB has met recently to discuss modifications to and finalization of FSP 13-a due, in 
part, to comment letters received in response to the exposure draft. It is anticipated that FSP 13-a will be effective 
January 1, 2007 and that the impact of adoption should be reflected as a change in the opening balance of retained 
earnings in the period of adoption. FSP 13-a’s principal provision is the requirement that a lessor recalculate the 
recognition of lease income when there is a change in the estimated timing of the cash flows relating to income taxes 
generated by such leveraged lease. This provision is expected to be retained in the final version, which the FASB expects 
to complete during the first quarter of 2006. 


Management is considering the potential impact of the Internal Revenue Service’s (IRS) stated position on certain 
leveraged leases and the impact of such position on the Corporation and its predecessors’ federal income tax returns. 
Depending on the final provisions of FSP 13-a and the final resolution with the IRS, adoption of FSP 13-a may have a 
material impact on the Corporation’s current accounting treatment for leveraged leases. Adoption of the FSP would 
result in both an adjustment to Goodwill for leveraged leases acquired as part of the FleetBoston Merger and a change in 
the opening balance of retained earnings in the period of adoption. 


On July 14, 2005, the FASB issued an exposure draft, “Accounting for Uncertain Tax Positions—an interpretation of 
FASB Statement No. 109.” The exposure draft, as modified by recent FASB deliberations, requires recognition of a tax 
benefit to the extent of management’s best estimate of the impact of a tax position, provided it is more likely than not 
that the tax position would be sustained based on its technical merits. The exposure draft is expected to be effective 
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January 1, 2007. Management is currently evaluating the effect of the exposure draft, which is required to be reflected 
as a change in the opening balance of retained earnings in the period of adoption. 


On December 16, 2004, the FASB issued SFAS No. 123 (revised 2004) “Share-based Payment” (SFAS 123R) which 
eliminates the ability to account for share-based compensation transactions, including grants of employee stock options, 
using Accounting Principles Board (APB) Opinion No. 25, “Accounting for Stock Issued to Employees” (APB 25), and 
generally requires that such transactions be accounted for using a fair value-based method with the resulting 
compensation cost recognized over the period that the employee is required to provide service in order to receive their 
compensation. SFAS 123R also amends SFAS No. 95, “Statement of Cash Flows,” requiring the benefits of tax 
deductions in excess of recognized compensation costs to be reported as financing cash flows, rather than as operating 
cash flows as currently required. The Corporation adopted the fair value-based method of accounting for stock-based 
employee compensation prospectively as of January 1, 2003. The Corporation adopted SFAS 1238R effective January 1, 
2006 under the modified-prospective application. Upon adoption of SFAS 123R and as a result of a recent Securities and 
Exchange Commission (SEC) Staff (the Staff) interpretation, the Corporation changed its approach for recognizing stock 
compensation cost for employees who meet certain age and service criteria and thus, are retirement eligible as described 
in the plan. For any new awards granted, the Corporation will recognize stock compensation cost immediately for 
awards granted to retirement eligible employees or over the period from the grant date to the date retirement eligibility 
is achieved. Prior to adoption of SFAS 123R, awards granted to retirement eligible employees were expensed over the 
stated vesting period. Accordingly, the Corporation expects that earnings per common share will be reduced by 
approximately $0.05 in the first quarter due to the acceleration of stock-based compensation expense. The incremental 
impact of the change is approximately $0.04 for the full year when compared to expensing over the stated vesting period. 


Stock-based Compensation 


SFAS No. 148, “Accounting for Stock-Based Compensation—Transition and Disclosure—an amendment of FASB 
Statement No. 123,” (SFAS 148) was adopted prospectively by the Corporation on January 1, 2003. SFAS 148 provides 
alternative methods of transition for a voluntary change to the fair value-based method of accounting for stock-based 
employee compensation. All stock options granted under plans before the adoption date will continue to be accounted for 
under APB 25 unless these stock options are modified or settled subsequent to adoption. SFAS 148 was effective for all 
stock option awards granted in 2003 and thereafter. Under APB 25, the Corporation accounted for stock options using 
the intrinsic value method and no compensation expense was recognized, as the grant price was equal to the strike price. 
Under the fair value method, stock option compensation expense is measured on the date of grant using an option- 
pricing model. The option-pricing model is based on certain assumptions and changes to those assumptions may result in 
different fair value estimates. 


In accordance with SFAS 148, the Corporation provides disclosures as if it had adopted the fair value-based method 
of measuring all outstanding employee stock options during 2005, 2004 and 2003. The following table presents the effect 
on Net Income and Earnings per Common Share had the fair value-based method been applied to all outstanding and 
unvested awards for 2005, 2004 and 2003. 


Year Ended December 31 
2004 2003 
(Dollars in millions, except per share data) 2005 (Restated) (Restated) 
Net income:(as'reported), .... fics. 240 nad heen aun tad ewe ddada tae be valence ee eeka es $16,465 $13,947 $10,762 
Stock-based employee compensation expense recognized during the year, net of related tax 
CPO CUSE rs achat se decsatcict, Sass ected Site ee ated etd et uckgel oem gn eshte fit decane aba daek Heh dokel fale Sarna Settee peal cteduaa dun 203 161 78 
Stock-based employee compensation expense determined under fair value-based method, net of 
related taxefects™ 2.5 ex deedtad waged ee bo aded RA ee hEdaW LTETR GES Dah aR aa ea ERN eee (203) (198) (225) 
Pro forma net income .............0 000. tenet teen nett een nees $16,465 $13,910 $10,615 
As reported 
Earnings per common share... ....... 066. e cc ete teen eee eect eet been eees $ 4.10 $ 3.71 $ 3.62 
Diluted earnings per common share ....... 0.0... cece eee tee te tenet enn n eee enenenes 4.04 3.64 3.55 
Pro forma 
Waynings Per COMMON-SHALE 6.0. «.s.0.ssgsece scare. tiarg spr entngl Hoernsdier a tie eyed igspewadng aera iebb acest onn altpve anglnvona gone ponclie 4.10 3.70 3.57 
Diluted earnings: per: comMon Shae 4s. 6.0 cared ine esas noie samen avin ne meaner decd dee teens dara 4.04 3.63 3.50 


(1) Includes all awards granted, modified or settled for which the fair value was required to be measured under SFAS 123, except 
restricted stock. Restricted stock expense (net of taxes), included in Net Income for 2005, 2004 and 2003 was $308 million, $187 
million and $179 million. 
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In determining the pro forma disclosures in the previous table, the fair value of options granted was estimated on 
the date of grant using the Black-Scholes option-pricing model and assumptions appropriate to each plan. The Black- 
Scholes model was developed to estimate the fair value of traded options, which have different characteristics than 
employee stock options, and changes to the subjective assumptions used in the model can result in materially different 
fair value estimates. The weighted average grant date fair values of the options granted during 2005, 2004 and 2003 
were based on the assumptions below. See Note 17 of the Consolidated Financial Statements for further discussion. 


Shareholder Approved Plans 


2005 2004 2003 
Risk-free Interest: Rate’ «3. és ss cases dae e Sie wok Sa eae Ws Ge daw WSs See BENS 3.94% 3.36% 3.82% 
DTvad Md. Yield x! 3... Site Sind Que.iuardisaaie sesgecauattidtte 3 and Avarbupadnseinac diss ditind ans. antautroesnscaustai 4.60% 4.56% 4.40% 
Wool att ys io 33 esate ete hd Beehdwey Mb ate Oh Guta oe mee ee gk teeein & Aaee s 20.53% 22.12% 26.57% 
Expected Lives (Years) 0.0.0... ccc cece cece esac cece tbeeeeeseaeeeeewenes 6 5 7 


Compensation expense under the fair value-based method is recognized over the vesting period of the related stock 
options. Accordingly, the pro forma results of applying SFAS 123 in 2005, 2004 and 2003 may not be indicative of future 
amounts. 


Cash and Cash Equivalents 


Cash on hand, cash items in the process of collection, and amounts due from correspondent banks and the Federal 
Reserve Bank are included in Cash and Cash Equivalents. 


Securities Purchased under Agreements to Resell and Securities Sold under Agreements to Repurchase 


Securities Purchased under Agreements to Resell and Securities Sold under Agreements to Repurchase are treated 
as collateralized financing transactions and are recorded at the amounts at which the securities were acquired or sold 
plus accrued interest. The Corporation’s policy is to obtain the use of Securities Purchased under Agreements to Resell. 
The market value of the underlying securities, which collateralize the related receivable on agreements to resell, is 
monitored, including accrued interest. The Corporation may require counterparties to deposit additional collateral or 
return collateral pledged, when appropriate. 


Collateral 


The Corporation has accepted collateral that it is permitted by contract or custom to sell or repledge. At 
December 31, 2005, the fair value of this collateral was approximately $179.1 billion of which $112.5 billion was sold or 
repledged. At December 31, 2004, the fair value of this collateral was approximately $152.5 billion of which $117.5 
billion was sold or repledged. The primary source of this collateral is reverse repurchase agreements. The Corporation 
pledges securities as collateral in transactions that consist of repurchase agreements, public and trust deposits, Treasury 
tax and loan notes, and other short-term borrowings. This collateral can be sold or repledged by the counterparties to the 
transactions. 


In addition, the Corporation obtains collateral in connection with its derivative activities. Required collateral levels 
vary depending on the credit risk rating and the type of counterparty. Generally, the Corporation accepts collateral in 
the form of cash, U.S. Treasury securities and other marketable securities. Based on provisions contained in legal 
netting agreements, the Corporation has netted cash collateral against the applicable derivative mark-to-market 
exposures. Accordingly, the Corporation offsets its obligation to return or its right to reclaim cash collateral against the 
fair value of the derivatives being collateralized. 


Trading Instruments 


Financial instruments utilized in trading activities are stated at fair value. Fair value is generally based on quoted 
market prices. If quoted market prices are not available, fair values are estimated based on dealer quotes, pricing models 
or quoted prices for instruments with similar characteristics. Realized and unrealized gains and losses are recognized in 
Trading Account Profits. 


Derivatives and Hedging Activities 


All derivatives are recognized on the Consolidated Balance Sheet at fair value, taking into consideration the effects 
of legally enforceable master netting agreements that allow the Corporation to settle positive and negative positions 
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and offset cash collateral held with the same counterparty on a net basis. For exchange-traded contracts, fair value is 
based on quoted market prices. For non-exchange traded contracts, fair value is based on dealer quotes, pricing models 
or quoted prices for instruments with similar characteristics. 


The Corporation recognizes gains and losses at inception of a contract only if the fair value of the contract is evidenced 
by a quoted market price in an active market, an observable price or other market transaction, or other observable data 
supporting a valuation model in accordance with EITF Issue No. 02-3, “Issues Involved in Accounting for Derivative 
Contracts Held for Trading Purposes and Contracts Involved in Energy Trading and Risk Management Activities”. For those 
gains and losses not evidenced by the above mentioned market data, the transaction price is used as the fair value of the 
contract. Any difference between the transaction price and the model fair value is considered an unrecognized gain or loss at 
inception of the contract. These unrecognized gains and losses are recorded in income using the straight line method of 
amortization over the contractual life of the derivative contract. Earlier recognition of the full unrecognized gain or loss is 
permitted if the trade is terminated early, subsequent market activity is observed which supports the model fair value of the 
contract, or significant inputs used in the valuation model become observable in the market. 


The Corporation designates at inception whether the derivative contract is considered hedging or non-hedging for 
SFAS 133 accounting purposes. Non-hedging derivatives held for trading purposes are included in Derivative Assets or 
Derivative Liabilities with changes in fair value reflected in Trading Account Profits. Other non-hedging derivatives that 
are considered economic hedges, but not designated in a hedging relationship for accounting purposes, are also included 
in Derivative Assets or Derivative Liabilities with changes in fair value recorded in Trading Account Profits, Mortgage 
Banking Income or Other Income on the Consolidated Statement of Income. Credit derivatives used by the Corporation 
do not qualify for hedge accounting under SFAS 133 despite being effective economic hedges with changes in the fair 
value of these derivatives included in Trading Account Profits. Changes in the fair value of derivatives that serve as 
economic hedges of MSRs are recorded in Mortgage Banking Income, after June 1, 2004. Changes in the fair value of 
derivatives that serve as ALM economic hedges, which do not qualify or were not designated as accounting hedges, are 
recorded in Other Income. 


For SFAS 133 hedges, the Corporation formally documents at inception all relationships between hedging 
instruments and hedged items, as well as its risk management objectives and strategies for undertaking various 
accounting hedges. Additionally, the Corporation uses dollar offset or regression analysis at the hedge’s inception and for 
each reporting period thereafter to assess whether the derivative used in its hedging transaction is expected to be and 
has been highly effective in offsetting changes in the fair value or cash flows of the hedged items. The Corporation 
discontinues hedge accounting when it is determined that a derivative is not expected to be or has ceased to be highly 
effective as a hedge, and then reflects changes in fair value in earnings after termination of the hedge relationship. 


The Corporation uses its derivatives designated as hedging for accounting purposes as either fair value hedges, cash 
flow hedges or hedges of net investments in foreign operations. The Corporation manages interest rate and foreign 
currency exchange rate sensitivity predominantly through the use of derivatives. Fair value hedges are used to limit the 
Corporation’s exposure to total changes in the fair value of its fixed interest-earning assets or interest-bearing liabilities 
that are due to interest rate or foreign exchange volatility. Cash flow hedges are used to minimize the variability in cash 
flows of interest-earning assets or interest-bearing liabilities or forecasted transactions caused by interest rate or foreign 
exchange fluctuation. The maximum length of time over which forecasted transactions are hedged is 29 years, with a 
substantial portion of the hedged transactions being less than 10 years. Changes in the fair value of derivatives 
designated for hedging activities that are highly effective as hedges are recorded in earnings or Accumulated OCI, 
depending on whether the hedging relationship satisfies the criteria for a fair value or cash flow hedge. Hedge 
ineffectiveness and gains and losses on the excluded component of a derivative in assessing hedge effectiveness are 
recorded in earnings in the same income statement caption that is used to record hedge effectiveness. SFAS 133 retains 
certain concepts under SFAS No. 52, “Foreign Currency Translation,” (SFAS 52) for foreign currency exchange hedging. 
Consistent with SFAS 52, the Corporation records changes in the fair value of derivatives used as hedges of the net 
investment in foreign operations as a component of Accumulated OCI, to the extent effective. 


The Corporation, from time to time, purchases or issues financial instruments containing embedded derivatives. The 
embedded derivative is separated from the host contract and carried at fair value if the economic characteristics of the 
derivative are not clearly and closely related to the economic characteristics of the host contract. To the extent that the 
Corporation cannot reliably identify and measure the embedded derivative, the entire contract is carried at fair value on 
the Consolidated Balance Sheet with changes in fair value reflected in earnings. 


If a derivative instrument in a fair value hedge is terminated or the hedge designation removed, the previous 
adjustments of the carrying amount of the hedged asset or liability are subsequently accounted for in the same manner 
as other components of the carrying amount of that asset or liability. For interest-earning assets and interest- 
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bearing liabilities, such adjustments are amortized to earnings over the remaining life of the respective asset or liability. 
If a derivative instrument in a cash flow hedge is terminated or the hedge designation is removed, related amounts in 
Accumulated OCI are reclassified into earnings in the same period or periods during which the hedged forecasted 
transaction affects earnings. 


Interest Rate Lock Commitments 


The Corporation enters into interest rate lock commitments (IRLCs) in connection with its mortgage banking 
activities to fund residential mortgage loans at specified times in the future. IRLCs that relate to the origination of 
mortgage loans that will be held for sale are considered derivative instruments under SFAS No. 149, “Amendment of 
Statement 133 on Derivative Instruments and Hedging Activities” (SFAS 149). As such, these IRLCs are recognized at 
fair value with changes in fair value recorded in Mortgage Banking Income. 


Consistent with SEC Staff Accounting Bulletin No. 105, “Application of Accounting Principles to Loan 
Commitments,” the Corporation does not record any unrealized gain or loss at the inception of the loan commitment, 
which is the time the commitment is issued to the borrower. The initial value of the loan commitment derivative is based 
on the consideration exchanged, if any, for entering into the commitment. In estimating the subsequent fair value of an 
IRLC, the Corporation assigns a probability to the loan commitment based on an expectation that it will be exercised 
and the loan will be funded. This probability is commonly referred to as the pull through assumption. The fair value of 
the commitments is derived from the fair value of related mortgage loans, which is based on a highly liquid, readily 
observable market. Changes to the fair value of IRLCs are recognized based on interest rate changes, changes in the 
probability that the commitment will be exercised and the passage of time. Changes from the expected future cash flows 
related to the customer relationship or loan servicing are excluded from the valuation of the IRLCs. 


Outstanding IRLCs expose the Corporation to the risk that the price of the loans underlying the commitments might 
decline from inception of the rate lock to funding of the loan due to increases in mortgage interest rates. To protect 
against this risk, the Corporation utilizes forward loan sales commitments and other derivative instruments, including 
options, to economically hedge the risk of potential changes in the value of the loans that would result from the 
commitments. The Corporation expects that the changes in the fair value of these derivative instruments will offset 
changes in the fair value of the IRLCs. 


Securities 


Debt securities are classified based on management’s intention on the date of purchase and recorded on the 
Consolidated Balance Sheet as Securities as of the trade date. Debt securities which management has the intent and 
ability to hold to maturity are classified as held-to-maturity and reported at amortized cost. Debt securities that are 
bought and held principally for the purpose of resale in the near term are classified as trading instruments and are 
stated at fair value with unrealized gains and losses included in Trading Account Profits. All other debt securities are 
classified as available-for-sale (AFS) and carried at fair value with net unrealized gains and losses included in 
Accumulated OCI on an after-tax basis. 


Interest on debt securities, including amortization of premiums and accretion of discounts, are included in Interest 
Income. Realized gains and losses from the sales of debt securities, which are included in Gains on Sales of Debt 
Securities, are determined using the specific identification method. 


Marketable equity securities are classified based on management’s intention on the date of purchase and recorded 
on the Consolidated Balance Sheet as of the trade date. Marketable equity securities that are bought and held 
principally for the purpose of resale in the near term are classified as trading instruments and are stated at fair value 
with unrealized gains and losses included in Trading Account Profits. Other marketable equity securities are classified 
as AFS and either recorded as AF'S Securities, if they are a component of the ALM portfolio, or otherwise recorded as 
Other Assets. All AFS marketable equity securities are carried at fair value with net unrealized gains and losses 
included in Accumulated OCI on an after-tax basis. Dividend income on AFS marketable equity securities is included in 
Interest Income. Dividend income on marketable equity securities recorded in Other Assets is included in Noninterest 
Income. Realized gains and losses on the sale of all AFS marketable equity securities, which are recorded in Equity 
Investment Gains, are determined using the weighted average method. 


Investments in equity securities without readily determinable market values are recorded in Other Assets, are 
generally accounted for using the cost method and are subject to impairment testing as applicable. 


Equity investments held by Principal Investing, a diversified equity investor in companies at all stages of their life 
cycle from startup to buyout, are reported at fair value. Equity investments for which there are active market quotes are 
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carried at estimated fair value based on market prices and recorded as Other Assets. Nonpublic and other equity 
investments for which representative market quotes are not readily available are initially valued at cost. Subsequently, 
these investments are reviewed semi-annually or on a quarterly basis, where appropriate, and adjusted to reflect 
changes in value as a result of initial public offerings, market liquidity, the investees’ financial results, sales restrictions, 
or other than temporary declines in value. Gains and losses on equity investments, both unrealized and realized, are 
recorded in Equity Investment Gains. 


Loans and Leases 


Loans are reported at their outstanding principal balances net of any unearned income, charge-offs, unamortized 
deferred fees and costs on originated loans, and premiums or discounts on purchased loans. Loan origination fees and 
certain direct origination costs are deferred and recognized as adjustments to income over the lives of the related loans. 
Unearned income, discounts and premiums are amortized to income using methods that approximate the interest 
method. 


The Corporation provides equipment financing to its customers through a variety of lease arrangements. Direct 
financing leases are carried at the aggregate of lease payments receivable plus estimated residual value of the leased 
property, less unearned income. Leveraged leases, which are a form of financing lease, are carried net of nonrecourse 
debt. Unearned income on leveraged and direct financing leases is amortized over the lease terms by methods that 
approximate the interest method. 


Allowance for Credit Losses 


The allowance for credit losses which includes the Allowance for Loan and Lease Losses and the reserve for 
unfunded lending commitments, represents management’s estimate of probable losses inherent in the Corporation’s 
lending activities. The Allowance for Loan and Lease Losses represents the estimated probable credit losses in funded 
consumer and commercial loans and leases while the reserve for unfunded lending commitments, including standby 
letters of credit (SBLCs) and binding unfunded loan commitments, represents estimated probable credit losses in these 
off-balance sheet credit instruments based on utilization assumptions. Credit exposures, excluding Derivative Assets and 
Trading Account Assets, deemed to be uncollectible are charged against these accounts. Cash recovered on previously 
charged off amounts are credited to these accounts. 


The Corporation performs periodic and systematic detailed reviews of its lending portfolios to identify credit risks 
and to assess the overall collectibility of those portfolios. The allowance on certain homogeneous loan portfolios, which 
generally consist of consumer loans, is based on aggregated portfolio segment evaluations generally by product type. 
Loss forecast models are utilized for these segments which consider a variety of factors including, but not limited to, 
historical loss experience, estimated defaults or foreclosures based on portfolio trends, delinquencies, economic 
conditions and credit scores. These consumer loss forecast models are updated on a quarterly basis in order to 
incorporate information reflective of the current economic environment. The remaining commercial portfolios are 
reviewed on an individual loan basis. Loans subject to individual reviews are analyzed and segregated by risk according 
to the Corporation’s internal risk rating scale. These risk classifications, in conjunction with an analysis of historical loss 
experience, current economic conditions, industry performance trends, geographic or obligor concentrations within each 
portfolio segment, and any other pertinent information (including individual valuations on nonperforming loans in 
accordance with SFAS No. 114, “Accounting by Creditors for Impairment of a Loan,” (SFAS 114)) result in the estimation 
of the allowance for credit losses. The historical loss experience is updated quarterly to incorporate the most recent data 
reflective of the current economic environment. 


If necessary, a specific Allowance for Loan and Lease Losses is established for individual impaired commercial loans. 
A loan is considered impaired when, based on current information and events, it is probable that the Corporation will be 
unable to collect all amounts due, including principal and interest, according to the contractual terms of the agreement. 
Once a loan has been identified as individually impaired, management measures impairment in accordance with SFAS 
114. Individually impaired loans are measured based on the present value of payments expected to be received, 
observable market prices, or for loans that are solely dependent on the collateral for repayment, the estimated fair value 
of the collateral. If the recorded investment in impaired loans exceeds the present value of payments expected to be 
received, a specific allowance is established as a component of the Allowance for Loan and Lease Losses. 


Two components of the Allowance for Loan and Lease Losses are allocated to cover the estimated probable losses in 
each loan and lease category based on the results of the Corporation’s detailed review process described above. The first 
component covers those commercial loans that are either nonperforming or impaired. The second component covers 
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consumer loans and leases, and performing commercial loans and leases. Included within this second component of the 
Allowance for Loan and Lease Losses and determined separately from the procedures outlined above are reserves which 
are maintained to cover uncertainties that affect the Corporation’s estimate of probable losses including the imprecision 
inherent in the forecasting methodologies, as well as domestic and global economic uncertainty and large single name 
defaults or event risk. Management evaluates the adequacy of the Allowance for Loan and Lease Losses based on the 
combined total of these two components. 


In addition to the Allowance for Loan and Lease Losses, the Corporation also estimates probable losses related to 
unfunded lending commitments, such as letters of credit and financial guarantees, and binding unfunded loan 
commitments. Unfunded lending commitments are subject to individual reviews and are analyzed and segregated by 
risk according to the Corporation’s internal risk rating scale. These risk classifications, in conjunction with an analysis 
of historical loss experience, current economic conditions, performance trends within specific portfolio segments and any 
other pertinent information, result in the estimation of the reserve for unfunded lending commitments. 


The allowance for credit losses related to the loan and lease portfolio, and the reserve for unfunded lending 
commitments are reported on the Consolidated Balance Sheet in the Allowance for Loan and Lease Losses, and Accrued 
Expenses and Other Liabilities. Provision for Credit Losses related to the loans and leases portfolio and unfunded 
lending commitments are reported in the Consolidated Statement of Income in the Provision for Credit Losses. 


Nonperforming Loans and Leases 


Credit card loans are charged off at 180 days past due or 60 days from notification of bankruptcy filing and are not 
classified as nonperforming. Unsecured consumer loans and deficiencies in non-real estate secured loans are charged off 
at 120 days past due and not classified as nonperforming. Real estate secured consumer loans are placed on nonaccrual 
status and classified as nonperforming at 90 days past due. The amount deemed uncollectible on real estate secured 
loans is charged off at 180 days past due. Consumer loans are generally returned to performing status when principal or 
interest is less than 90 days past due. 


Commercial loans and leases that are past due 90 days or more as to principal or interest, or where reasonable 
doubt exists as to timely collection, including loans that are individually identified as being impaired, are generally 
classified as nonperforming unless well-secured and in the process of collection. Loans whose contractual terms have 
been restructured in a manner which grants a concession to a borrower experiencing financial difficulties, without 
compensation on restructured loans, are classified as nonperforming until the loan is performing for an adequate period 
of time under the restructured agreement. In situations where the Corporation does not receive adequate compensation, 
the restructuring is considered a troubled debt restructuring. Interest accrued but not collected is reversed when a 
commercial loan is classified as nonperforming. Interest collections on commercial nonperforming loans and leases for 
which the ultimate collectibility of principal is uncertain are applied as principal reductions; otherwise, such collections 
are credited to income when received. Commercial loans and leases may be restored to performing status when all 
principal and interest is current and full repayment of the remaining contractual principal and interest is expected, or 
when the loan otherwise becomes well-secured and is in the process of collection. 


Loans Held-for-Sale 


Loans held-for-sale include residential mortgage, loan syndications, and to a lesser degree, commercial real estate, 
consumer finance and other loans, and are carried at the lower of aggregate cost or market value. Loans held-for-sale are 
included in Other Assets. 


Premises and Equipment 


Premises and Equipment are stated at cost less accumulated depreciation and amortization. Depreciation and 
amortization are recognized using the straight-line method over the estimated useful lives of the assets. Estimated lives 
range up to 40 years for buildings, up to 12 years for furniture and equipment, and the shorter of lease term or estimated 
useful life for leasehold improvements. 


Mortgage Servicing Rights 


Pursuant to agreements between the Corporation and its counterparties, $2.2 billion of Excess Spread Certificates 
(the Certificates) were converted into MSRs on June 1, 2004. Prior to the conversion of the Certificates into MSRs, the 
Certificates were accounted for on a mark-to-market basis (i.e. fair value) and changes in the value were recognized as 
Trading Account Profits. On the date of the conversion, the Corporation recorded these MSRs at the Certificates’ fair 
market value, and that value became their new cost basis. Subsequent to the conversion, the Corporation accounts for 
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the MSRs at the lower of cost or market with impairment recognized as a reduction of Mortgage Banking Income. Except 
for Note 9 of the Consolidated Financial Statements, what are now referred to as MSRs include the Certificates for 
periods prior to the conversion. 


During 2004, the Corporation discussed with the Staff the accounting treatment for the Certificates and MSRs. As a 
result of this discussion, the conclusion was reached that the Certificates lacked sufficient separation from the MSRs to 
be accounted for as described above (i.e. fair value). Accordingly, the Corporation should have continued to account for 
the Certificates as MSRs (i.e. lower of cost or market). The effect on our previously filed Consolidated Financial 
Statements of following lower of cost or market accounting for the Certificates compared to fair value accounting (i.e. the 
prior accounting) was adjusted and was not material. 


When applying SFAS 133 hedge accounting for derivative financial instruments that have been designated to hedge 
MSRs, loans underlying the MSRs being hedged are stratified into pools that possess similar interest rate and 
prepayment risk exposures. The Corporation has designated the hedged risk as the change in the overall fair value of 
these stratified pools within a daily hedge period. The Corporation performs both prospective and retrospective hedge 
effectiveness evaluations, using regression analyses. A prospective test is performed to determine whether the hedge is 
expected to be highly effective at the inception of the hedge. A retrospective test is performed at the end of the daily 
hedge period to determine whether the hedge was actually effective. 


Other derivatives are used as economic hedges of the MSRs, but are not designated as hedges under SFAS 133. 
These derivatives are marked to market and recognized through Mortgage Banking Income. Securities are also used as 
economic hedges of MSRs, but do not qualify as hedges under SFAS 133 and, therefore, are accounted for as AFS 
Securities with realized gains recorded in Gains on Sales of Debt Securities and unrealized gains or losses recorded in 
Accumulated OCI in Shareholders’ Equity. 


Goodwill and Other Intangibles 


Net assets of companies acquired in purchase transactions are recorded at fair value at the date of acquisition, as 
such, the historical cost basis of individual assets and liabilities are adjusted to reflect their fair value. Identified 
intangibles are amortized on an accelerated or straight-line basis over the period benefited. Goodwill is not amortized 
but is reviewed for potential impairment on an annual basis, or if events or circumstances indicate a potential 
impairment, at the reporting unit level. The impairment test is performed in two phases. The first step of the Goodwill 
impairment test compares the fair value of the reporting unit with its carrying amount, including Goodwill. If the fair 
value of the reporting unit exceeds its carrying amount, Goodwill of the reporting unit is considered not impaired; 
however, if the carrying amount of the reporting unit exceeds its fair value, an additional procedure must be performed. 
That additional procedure compares the implied fair value of the reporting unit’s Goodwill (as defined in SFAS No. 142, 
“Goodwill and Other Intangible Assets” (SFAS 142)) with the carrying amount of that Goodwill. An impairment loss is 
recorded to the extent that the carrying amount of Goodwill exceeds its implied fair value. In 2005, 2004 and 20038, 
Goodwill was tested for impairment and no impairment charges were recorded. 


Other intangible assets subject to amortization are evaluated for impairment in accordance with SFAS No. 144 
“Accounting for the Impairment or Disposal of Long-Lived Assets” (SFAS 144). An impairment loss will be recognized if 
the carrying amount of the intangible asset is not recoverable and exceeds fair value. The carrying amount of the 
intangible is considered not recoverable if it exceeds the sum of the undiscounted cash flows expected to result from the 
use of the asset. At December 31, 2005, intangible assets included on the Consolidated Balance Sheet consist of core 
deposit intangibles, purchased credit card relationship intangibles and other customer-related intangibles that are 
amortized on an accelerated or straight-line basis using an estimated range of anticipated lives of 6 to 10 years. 


Special Purpose Financing Entities 


In the ordinary course of business, the Corporation supports its customers’ financing needs by facilitating the 
customers’ access to different funding sources, assets and risks. In addition, the Corporation utilizes certain financing 
arrangements to meet its balance sheet management, funding, liquidity, and market or credit risk management needs. 
These financing entities may be in the form of corporations, partnerships, limited liability companies or trusts, and are 
generally not consolidated on the Corporation’s Consolidated Balance Sheet. The majority of these activities are basic 
term or revolving securitization vehicles for mortgages or other types of loans which are generally funded through term- 
amortizing debt structures. Other special purpose entities finance their activities by issuing short-term commercial 
paper. Both types of vehicles are designed to be paid off from the underlying cash flows of the assets held in the vehicle. 
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Securitizations 


The Corporation securitizes, sells and services interests in residential mortgage loans, and from time to time, 
consumer finance, commercial and credit card loans. The accounting for these activities are governed by SFAS 140. The 
securitization vehicles are Qualified Special Purpose Entities (QSPEs) which, in accordance with SFAS 140, are legally 
isolated, bankruptcy remote and beyond the control of the seller. QSPEs are not included in the consolidated financial 
statements of the seller. When the Corporation securitizes assets, it may retain interest-only strips, one or more 
subordinated tranches and, in some cases, a cash reserve account which are generally considered residual interests in 
the securitized assets. The Corporation may also retain senior tranches in these securitizations. Gains and losses upon 
sale of the assets depend, in part, on the Corporation’s allocation of the previous carrying amount of the assets to the 
retained interests. Previous carrying amounts are allocated in proportion to the relative fair values of the assets sold and 
interests retained. 


Quoted market prices are used to obtain fair values of senior retained interests. Generally, quoted market prices for 
retained residual interests are not available; therefore, the Corporation estimates fair values based upon the present 
value of the associated expected future cash flows. This may require management to estimate credit losses, prepayment 
speeds, forward yield curves, discount rates and other factors that impact the value of retained interests. See Note 9 of 
the Consolidated Financial Statements for further discussion. 


The excess cash flows expected to be received over the amortized cost of the retained interest is recognized as 
Interest Income using the effective yield method. If the fair value of the retained interest has declined below its carrying 
amount and there has been an adverse change in estimated contractual cash flows of the underlying assets, then such 
decline is determined to be other-than-temporary and the retained interest is written down to fair value with a 
corresponding adjustment to earnings. 


Other Special Purpose Financing Entities 


Other special purpose financing entities are generally funded with short-term commercial paper. These financing 
entities are usually contractually limited to a narrow range of activities that facilitate the transfer of or access to various 
types of assets or financial instruments and provide the investors in the transaction protection from creditors of the 
Corporation in the event of bankruptcy or receivership of the Corporation. In certain situations, the Corporation 
provides liquidity commitments and/or loss protection agreements. 


The Corporation determines whether these entities should be consolidated by evaluating the degree to which it 
maintains control over the financing entity and will receive the risks and rewards of the assets in the financing entity. In 
making this determination, the Corporation considers whether the entity is a QSPE, which is generally not required to 
be consolidated by the seller or investors in the entity. For non-QSPE structures or VIEs, the Corporation assesses 
whether it is the primary beneficiary of the entity. In accordance with FASB Interpretation No. 46 (Revised December 
2003), “Consolidation of Variable Interest Entities, an interpretation of ARB No. 51” (FIN 46R), the primary beneficiary 
is the party that consolidates a VIE based on its assessment that it will absorb a majority of the expected losses or 
expected residual returns of the entity, or both. For additional information on other special purpose financing entities, 
see Note 9 of the Consolidated Financial Statements. 


Income Taxes 


The Corporation accounts for income taxes in accordance with SFAS No. 109, “Accounting for Income Taxes” (SFAS 
109), resulting in two components of Income Tax Expense: current and deferred. Current income tax expense 
approximates taxes to be paid or refunded for the current period. Deferred income tax expense results from changes in 
deferred tax assets and liabilities between periods. These gross deferred tax assets and liabilities represent decreases or 
increases in taxes expected to be paid in the future because of future reversals of temporary differences in the bases of 
assets and liabilities as measured by tax laws and their bases as reported in the financial statements. 


Deferred tax assets have also been recognized for net operating loss carryforwards and tax credit carryforwards. 
Valuation allowances are then recorded to reduce deferred tax assets to the amounts management concludes are more 
likely than not to be realized. 


Retirement Benefits 


The Corporation has established qualified retirement plans covering substantially all full-time and certain part-time 
employees. Pension expense under these plans is charged to current operations and consists of several components of net 
pension cost based on various actuarial assumptions regarding future experience under the plans. 
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In addition, the Corporation has established unfunded supplemental benefit plans and supplemental executive 
retirement plans for selected officers of the Corporation and its subsidiaries that provide benefits that cannot be paid from 
a qualified retirement plan due to Internal Revenue Code restrictions. These plans are nonqualified under the Internal 
Revenue Code and assets used to fund benefit payments are not segregated from other assets of the Corporation; 
therefore, in general, a participant’s or beneficiary’s claim to benefits under these plans is as a general creditor. 


In addition, the Corporation has established several postretirement healthcare and life insurance benefit plans. 


Other Comprehensive Income 


The Corporation records unrealized gains and losses on AFS Securities, foreign currency translation adjustments, 
related hedges of net investments in foreign operations and gains and losses on cash flow hedges in Accumulated OCI. 
Gains and losses on AFS Securities are reclassified to Net Income as the gains or losses are realized upon sale of the 
securities. Other-than-temporary impairment charges are reclassified to Net Income at the time of the charge. 
Translation gains or losses on foreign currency translation adjustments are reclassified to Net Income upon the sale or 
liquidation of investments in foreign operations. Gains or losses on derivatives accounted for as hedges are reclassified to 
Net Income when the hedged transaction affects earnings. 


Earnings Per Common Share 


Earnings per Common Share is computed by dividing Net Income Available to Common Shareholders by the 
weighted average common shares issued and outstanding. For Diluted Earnings per Common Share, Net Income 
Available to Common Shareholders can be affected by the conversion of the registrant’s convertible preferred stock. 
Where the effect of this conversion would have been dilutive, Net Income Available to Common Shareholders is adjusted 
by the associated preferred dividends. This adjusted Net Income is divided by the weighted average number of common 
shares issued and outstanding for each period plus amounts representing the dilutive effect of stock options outstanding, 
restricted stock units and the dilution resulting from the conversion of the registrant’s convertible preferred stock, if 
applicable. The effects of convertible preferred stock, restricted stock units and stock options are excluded from the 
computation of diluted earnings per common share in periods in which the effect would be antidilutive. Dilutive 
potential common shares are calculated using the treasury stock method. 


Foreign Currency Translation 


Assets, liabilities and operations of foreign branches and subsidiaries are recorded based on the functional currency 
of each entity. For certain of the foreign operations, the functional currency is the local currency, in which case the 
assets, liabilities and operations are translated, for consolidation purposes, at current exchange rates from the local 
currency to the reporting currency, the U.S. dollar. The resulting unrealized gains or losses are reported as a component 
of Accumulated OCI on an after-tax basis. When the foreign entity is not a free-standing operation or is in a 
hyperinflationary economy, the functional currency used to measure the financial statements of a foreign entity is the 
U.S. dollar. In these instances, the resulting realized gains or losses are included in Net Income. 


Co-Branding Credit Card Arrangements 


The Corporation has co-brand arrangements that entitle a cardholder to receive benefits based on purchases made 
with the card. These arrangements have remaining terms generally not exceeding five years. The Corporation may pay 
one-time fees which would be deferred ratably over the term of the arrangement. The Corporation makes monthly 
payments to the co-brand partners based on the volume of cardholders’ purchases and on the number of points awarded 
to cardholders. Such payments are expensed as incurred and are recorded as contra-revenue. 


Note 2—FleetBoston Merger and Restructuring Activity 


Pursuant to the Agreement and Plan of Merger, dated October 27, 2003, by and between the Corporation and 
FleetBoston (the FleetBoston Merger Agreement), the Corporation acquired 100 percent of the outstanding stock of 
FleetBoston on April 1, 2004, in a tax-free merger to the Corporation, in order to expand the Corporation’s presence in 
the Northeast. FleetBoston’s results of operations were included in the Corporation’s results beginning April 1, 2004. 


As provided by the FleetBoston Merger Agreement, approximately 1.069 billion shares of FleetBoston common stock 
were exchanged for approximately 1.187 billion shares of the Corporation’s common stock. At the date of the FleetBoston 
Merger, this represented approximately 29 percent of the Corporation’s outstanding common stock. FleetBoston 
shareholders also received cash of $4 million in lieu of any fractional shares of the Corporation’s common stock that 
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would have otherwise been issued on April 1, 2004. Holders of FleetBoston preferred stock received 1.1 million shares of 
the Corporation’s preferred stock. The Corporation’s preferred stock that was exchanged was valued using the book 
value of FleetBoston preferred stock. The depositary shares underlying the FleetBoston preferred stock, each 
representing a one-fifth interest in the FleetBoston preferred stock prior to the FleetBoston Merger, represent a one-fifth 
interest in a share of the Corporation’s preferred stock. The purchase price was adjusted to reflect the effect of the 
15.7 million shares of FleetBoston common stock that the Corporation already owned. 


The FleetBoston Merger was accounted for under the purchase method of accounting in accordance with SFAS 
No. 141, “Business Combinations” (SFAS 141). Accordingly, the final purchase price was allocated to the assets acquired 
and the liabilities assumed based on their estimated fair values at the FleetBoston Merger date as summarized below. 


(In millions except per share amounts) 
Purchase price 


FleetBoston common stock exchanged (in thousands) ........... 060 c ccc ccc eee e eee e een eee en eee 1,068,635 
HxChange Tatle ia de chins Ranked ee hovedas Mies cae EN RayesNs SAR MERTEN AeA eee Rees heey eae ea 1.1106 
Total shares of the Corporation’s common stock exchanged (in thousands) ............. 000: eee eee ee eeee 1,186,826 
Purchase price per share of the Corporation’s common stock 1.2.0.0... 0... cece cece eens $ 38.44 
Total value of the Corporation’s common stock exchanged .......... 0... c ee ee eect eee eee e eee enee $45,622 
FleetBoston preferred stock converted to the Corporation’s preferred stock .......... 0... e eee e eee eee eee 271 
Fair value of outstanding stock options, direct acquisition costs and the effect of FleetBoston shares already 
owned by the Corporations. siic% ase sawed ee ae Oe debs PRERENDER cad EEK HOD CMW EUED © MEN AED Came cael 1,360 
Total purchase PriGe@: e0ii655. cases ce ane eds Cedwad Dedede S Choa SE EET MES CdSe DE DERE RES $47,253 
Allocation of the purchase price 
FleetBoston: stockholders” 6quity sci 5 geen Stel ce wis aie Woeladed Ww pod wager ma Woe and Saale wel We weelaned We pokey Cees $19,329 
FleetBoston goodwill and other intangible assets...............0. eee Rae lea aie Gin oral eign heat eat ene ea or (4,709) 
Adjustments to reflect assets acquired and liabilities assumed at fair value: 
SOCULILIES 5.6.5 066s. G hn Shs Ra hear BG: Bw Id HH ERED SU eG’ SHUM ALS LabS Gemib abe’ nade Ge RS ww YE pO dud 6 alomw ald A METS Ged (84) 
Loans: and! leases: . sis csc sud 4c seains ade cease sone ates $6 Ben GOs bees. dear aren: BS RSENS cd ENE RSE Ee MURODE Ay Cand aaa: eS TS A (776) 
Premisés and equipment ...ccs.is cca ic eae ware oe ae Gate He eae vee Midle S sa a DRG ate OW ELE Bate ESE ane SE BLE eave (766) 
Identified intangibles’ s.§ svdis Rein ssnara cele wk Gea a NG aowoaia to ae Sd Pa Ra Hasina AUS BE Dae RG ena ae RED a soe 3,243 
Other ‘assets and deferred Imcome tax. ci 26 scenes ede ee Ra R Ge te ELE RM Meee aaa ae we eae eae OREN Ra aE a eS 312 
DEPOSITS. <:6i2 wdiawe ddd who mea eae ers saa Aas wanna eh awe dee Gudea a eae heehee une aee ele ab oun (318) 
MOE Ore a ATG Sapeeie 4. ae cdie ascse dee nd ceeded sasdeioh ehh to eee ausdeiela dufansinde todo id een aiskeed et aeiaisdus ras shuse dt. ieateaanioad ee by diarbadawonsssid dar sass (318) 
Exit and termination liabilities: 3.65 6scccicds cee sess Cha ae een ee ew ee CEA U ORS MODE MODS abd CHORE Owe ERE we Obs (641) 
Ons +berm debts 2 cassie seavn oie igo dado wad are MOE Zed be Pash winaRd se Ann REE Se adh PH aD sre Ao Debs Parga ae DE (1,182) 
Fair value of net assets acquired 1.1... .. cece ccc cence renee ee ee nnn e eee nnn e eee ennees 14,100 
Goodwill resulting from the FleetBoston Merger .............. 0... cece eee eee e eens $33,153 


(1) The value of the shares of common stock exchanged with FleetBoston shareholders was based upon the average of the closing prices 
of the Corporation’s common stock for the period commencing two trading days before, and ending two trading days after, 
October 27, 2003, the date of the FleetBoston Merger Agreement. 


Unaudited Pro Forma Condensed Combined Financial Information 


The following unaudited pro forma condensed combined financial information presents the Corporation's results of 
operations had the FleetBoston Merger taken place at the beginning of each year. 


2004 2003 

(Dollars in millions, except per common share information) (Restated) (Restated) 
INet:interest INCOME: : 62.0:4-¢ dsaial dace ook ais areca edt Se hoe sk wet see al Ghee ple wt wag Gee aren eee BOERS Sere HAR $ 29,747 $ 27,249 
INOMIMESFESE TMCOM Ss. 555° 25s. 3. adits craton Sa saaaeidcinc ance avd aman lolatinvrachleseie inva oindutee ayaa Seiad daatitsn-t leven yaaa seats cepsliaeasm eeu aus 22,523 22,756 
Provision for Credit 1OSSES: 5.5, sus.cie8 dae e ss 4 paw nak: bea MEA. Eph aoatss ba aR RE Rikee sae nih: bd Hid Ge Bava eA es 2,769 3,864 
Gains on sales of debt securities ©0000... nnn eee e eee cnet eee ens 1,773 1,069 
Merger and restructuring charges’ js ccsscuarecrsae pre ed ewars aa TEES FART Aw SEE TE PEE a ERwS ERE 618 _ 
Other noninterest expense. .i0ccicscraceaves dagen die ea oman ee bU eds DERE Oe Ee ded eed eee Cea Dea ed 28,507 27,319 
Income: béfore income taxes: « «sc hecadeeacvae ds qe ewes saa we kha WMG ER Nya aea ue RE Ooee tone w AE ee 22,149 19,891 
ING@G: ICOM? 309. 5:.4 Sandia sscasadtdea giargoe waa va edogidrateas dueGow vinta sd gldog dumtans dda a pode Rag wg eae aha dala ete aang a eke 14,707 13,250 
Per common share information 

Barnin g8 0 j.e0s isp dao seas hoded Gish GAEDE GETS TEE PTE LRT EGORT SEATON DISA NEE Re BEETS eae ew ETERS $ 3.62 $ 3.20 
Diluted earnings’ sc. 2.5 s6s-4h.s Ge dyes wad Saheb SES TRE SET ES BYE aL ae ee ERD mHY PEATE ET Dem Gets HS eat oes $ 3.56 $ 3.15 
Average common shares issued and outstanding (in thousands) ........... 06 ccc cee cence een eens 4,054,322 4,138,139 
Average diluted common shares issued and outstanding (in thousands) ..........6. 0.0 cee e eee e eee eee 4,124,671 4,201,053 
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Merger and Restructuring Charges 


Merger and Restructuring Charges are recorded in the Consolidated Statement of Income, and include incremental 
costs to integrate the Corporation’s and FleetBoston’s operations. These charges represent costs associated with these 
one-time activities and do not represent on-going costs of the fully integrated combined organization. Systems 
integrations and related charges, and other, as shown in the following table, are expensed as incurred. 


In addition, Merger and Restructuring Charges include costs related to an infrastructure initiative that was 
initiated in the third quarter of 2004 to simplify the Corporation’s business model. These costs were solely severance 
related. The Corporation does not expect to incur additional severance costs related to this initiative. 


(Dollars in millions) 2005 2004 

Severance and employee-related charges: 
Merger=related: iii dcnctiace ba cetera aid aang ae SAGE Aa Rae ee DAP aad Reg DA Rae aa ee $ 38 $138 
Infrastructure WI AtIVE: fe ks esscdes sine +s eases Gosede's sa ys deecsed oS cede Wine de bideeteca we-Abeoncnde'e els eid beaea Heh woes 1 102 
Systems integrations and related charges .......... 0. ccc cece cece eee e eee e eee e nee ene 218 949 
COLER 5.5, 28 ccs die ooteee Bhat enadey ae Pesala ela ace a alpaca ale Baa See ee a A ME eR eh 155 129 
Total merger and restructuring charges ..................0 ese eeueee $412 $618 


Exit Costs and Restructuring Reserves 


As of December 31, 2004, there were $382 million of exit costs reserves remaining, which included $291 million for 
severance, relocation and other employee-related costs, $87 million for contract terminations, and $4 million for other 
charges. During 2005, $17 million of reductions to the exit costs reserves were recorded as a result of revised estimates. 
Cash payments of $306 million were charged against this liability in 2005, including $239 million of severance, 
relocation and other employee-related costs, and $67 million of contract terminations reducing the balance in the 
liability to $59 million at December 31, 2005. 


As of December 31, 2004, there were $166 million of restructuring reserves remaining related to severance and other 
employee-related charges. Restructuring reserves in 2005 included an additional charge for the legacy Bank of America 
associate severance and other employee-related charges of $58 million. These charges included $20 million as a result of 
revised estimates to complete relocations to the Northeast. During 2005, cash payments of $151 million for severance 
and other employee-related costs have been charged against this liability reducing the balance to $73 million as of 
December 31, 2005. 


Payments under these exit costs and restructuring reserves are expected to be substantially completed in 2006. 


Exit Costs and Restructuring Reserves 


Exit Costs Reserves” Restructuring Reserves®) 


(Dollars in millions) 2005 2004 2005 2004 
Balance, January 1 ............. 06.0. c ccc cece $ 382 § — $ 166 $— 
FlestBostonexit Coste. < oy eid das ains shot saat oude sad heage oe ees (17) 658 = — 
Restructuring charges ......... 00.0 ec cee cece cence nee nes = = 57 138 
Infrastructure 1nitiative: 8 ssc dackis wb obie sea wekcetide nat wes bene hc _ = 1 102 
Cash payments ss. 04 eoeeg.cte cease eames Ue aac nee sans (306) (276) (151) (74) 
Balance, December 31.................00.00 0000s $ 59 $ 382 $ 73 $166 


(1) Exit costs reserves were established in purchase accounting resulting in an increase in Goodwill. 
(2) Restructuring reserves were established by a charge to income. 


Note 3—MBNA Merger 


Pursuant to the Agreement and Plan of Merger, dated June 30, 2005, by and between the Corporation and MBNA 
(the MBNA Merger Agreement), the Corporation acquired 100 percent of the outstanding stock of MBNA on January 1, 
2006. The MBNA Merger was a tax-free merger for the Corporation. The acquisition expands the Corporation’s customer 
base and its opportunity to deepen customer relationships across the full breadth of the company by delivering 
innovative deposit, lending and investment products and services to MBNA’s customer base. Additionally, the 
acquisition allows the Corporation to significantly increase its affinity relationships through MBNA’s credit card 
operations. MBNA’s results of operations will be included in the Corporation’s results beginning January 1, 2006. 
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Under the terms of the MBNA Merger Agreement, MBNA stockholders received 0.5009 of a share of the 
Corporation’s common stock plus $4.125 for each MBNA share of common stock. As provided by the MBNA Merger 
Agreement, approximately 1,260 million shares of MBNA common stock were exchanged for approximately 631 million 
shares of the Corporation’s common stock. At the date of the MBNA Merger, this represented approximately 16 percent 
of the Corporation’s outstanding common stock. MBNA shareholders also received cash of $5.2 billion. On November 3, 
2005, MBNA redeemed all shares of its 72% Series A Cumulative Preferred Stock and Series B Adjustable Rate 
Cumulative Preferred Stock, in accordance with the terms of the MBNA Merger Agreement. 


The MBNA Merger will be accounted for under the purchase method of accounting in accordance with SFAS 141. 
The purchase price has been allocated to the assets acquired and the liabilities assumed based on their estimated fair 
values at the MBNA Merger date as summarized below. This allocation is based on management’s current estimation 
and could change as the fair value calculations are finalized and more information becomes available. 

(Unaudited) 
(In millions, except per share amounts) 
Purchase price 


Purchase price per share of the Corporation’s common stock 1.2.0.0... 0... ccc ene n eens $45.856 
EEXCHAN BE PAGO cies udu tiacy cht doe Sage rte Shae Madea edu ead Pohl hace aa ae Sah dad ees de Mech Wadd eat eae 0.5009 
Purchase price per share of the Corporation’s common stock exchanged ............. 00 cee cece eee eee eens $22.969 
Cash portion of the MBNA Merger consideration ........ 0... cece eect teen nent een n ene een n nee eee 4.125 
Implied value of one share of MBNA common stock ......... 0... cece netet ene t enn n eens 27.094 
MBNA:common stock exchanged) oc. 05a5 Vick WA das eae Ries Mia Rae eed MAGE Lea aes Rea ies Rat 1,260 
Total value of the Corporation’s common stock and cash exchanged ............ 0. ce cece eect teeter eens $34,139 
Fair value of outstanding stock options and direct acquisition costs ........ 0. cece cece teen eee eee 440 
Total purchase: Price 2.5.08 ds a.dsce hare dieetedond Qe modal etek ln balod doo eaftadnch goede Mpehe brand Me Sadug ann quad hob worst ace $34,579 
Allocation of the purchase price 
MBNA stockholders” Cquity:siiciisiie mind en aediccioaewGcliedned deuenee ab gesw eehielend di ried ahaa eae und Savenies adh aradk dake kad aso oe $13,410 
MBNA goodwill and other intangible assets ....... 0.6 cece e nee e eet e beeen eens (3,564) 
Adjustments to reflect assets acquired and liabilities assumed at fair value: 
TiOAMS ANA TCASOS: cscs icc isle sodas hace 28 Goitedyie Gent UPS ccd sublease cape Mod ett Wha chy educa seh Spe dye lance wher Been ta ane nechyrnih cease eh chste theca Sopa eedyia (270) 
Premises aiid equipment iiss guduasw es vase e-ee ba eA eee ded es SAREE DE oa ee aReR aS yeed (588) 
Identified: intangibles?» i.1.4.5 004 chta dates ead dees ee TD edd Ea Sew ae ayes 8% Gade Oa Ned bee SS 8,080 
QOEHER ASSES) 55:5 ce eacesaswreiatlc Gis tuscan eesise na war's wae ha esr ugh gb WAN Sar eee daw oR pans Le langsinrn a eg buen Eos nec Bad Slgaec WN er dr GEO doa tracer beans (824) 
MPVS POO SUG och nse eset cassie eerste eke tate ety se mtett se deretctna. tera seen cae mdebin ga fenatce teutssett se sen vacates uasin caratcebed fete te le secre liana fgets nents i ae (100) 
Exit and! termination. Wabi tiesy ice gs.6-e6- see ate dacs Hark 8 shee od ew Bae Sale aN AROS bee adie eee aE BAM Gas (1,185) 
Other liabilities and deferred income taxes ......... 0... cece eee cence tenn eee n nee tenn n eee enne (706) 
Tong=berm: debbie sgn vaca nce eee Sia eas RG dhe ae SRM Ose aaa a owes ad Adee oD OA eee ghee (404) 
Estimated fair value of net assets acquired ...... 0... cece eect eet ee een e eee een n teenies 13,849 
Estimated goodwill resulting from the MBNA Merger® .............. 000.0 c cece eee eens $20,730 


(1) The value of the shares of common stock exchanged with MBNA shareholders was based upon the average of the closing prices of 
the Corporation’s common stock for the period commencing two trading days before, and ending two trading days after, June 30, 
2005, the date of the MBNA Merger Agreement. 

(2) Includes core deposit intangibles of $204 million, purchased credit card receivables of $5,468 million, affinity relationships of $2,018 
million and other intangibles of $390 million. The amortization life for core deposit intangibles is 10 years and purchased credit 
card receivables and affinity relationships are 15 years. 

(3) No Goodwill is expected to be deductible for tax purposes. Goodwill will be allocated to Global Consumer and Small Business 
Banking. 


108 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Note 4—Trading Account Assets and Liabilities 
The Corporation engages in a variety of trading-related activities that are either for clients or its own account. 


The following table presents the fair values of the components of Trading Account Assets and Liabilities at 
December 31, 2005 and 2004. 


December 31 


(Dollars in millions) 2005-2004 © 
Trading account assets 
Corporate securities, trading loans and other ............ 0.0 e eee e eee eee $ 46,554 $35,227 
U.S. government and agency securitiesY 2.0... cece cece eens 31,091 20,462 
IGUIby:SCCUPIICS i52 ty cceg mene oe dv tanh Mia eee tink oi tdel ge ciate k done sine Wie a hte Sek 31,029 19,504 
Mortgage trading loans and asset-backed securities .................0.0. 0.0 eee 12,290 9,625 
Foreign sovereign Gebt: «oc d.sc epee g scam cote saw teal pee prend bees pee Ree eer med ede aoe ols 10,743 8,769 
be pep ect hte eines epee take ae, eases waste cee te an Cult ks $131,707 $93,587 
Trading account liabilities 
U.S. government and agency securities?) 2.0... 6c ence eens $ 23,179 $14,332 
EQUity SCCUTIUIOS: 2.0: c jes dis estieis wate Hehe dene die tiene ahs aw a isterdeas Pine ana ahs aga shendnaisae Slee alas 11,371 8,952 
FOreign SOVEPEISN:GEDE io...e cnc elec dis iele aidudins oh hb adie e bide ade ae each arentles Ed vedh acdasins sib hh Rabies 8,915 4,793 
Corporate sectirities and: other é.yic:cc0 csi. 00 sins bie odawne es eee wn ae Sees sae eae Hes 7,407 8,538 
Mortgage trading loans and asset-backed securities ............ 000 c eee eee eee teens 18 39 
aba sects cat dee etch gate eee See et ese dete ee eed oe $ 50,890 $36,654 


(1) Includes $22.1 billion and $17.3 billion at December 31, 2005 and 2004 of government-sponsored enterprise obligations that are not 
backed by the full faith and credit of the U.S. government. 

(2) Includes $1.4 billion and $1.2 billion at December 31, 2005 and 2004 of government-sponsored enterprise obligations that are not 
backed by the full faith and credit of the U.S. government. 


Note 5—Derivatives 


The Corporation designates a derivative as held for trading, an economic hedge not designated as a SFAS 133 hedge, 
or a qualifying SFAS 133 hedge when it enters into the derivative contract. The designation may change based upon 
management’s reassessment or changing circumstances. Derivatives utilized by the Corporation include swaps, financial 
futures and forward settlement contracts, and option contracts. A swap agreement is a contract between two parties to 
exchange cash flows based on specified underlying notional amounts, assets and/or indices. Financial futures and 
forward settlement contracts are agreements to buy or sell a quantity of a financial instrument, index, currency or 
commodity at a predetermined future date, and rate or price. An option contract is an agreement that conveys to the 
purchaser the right, but not the obligation, to buy or sell a quantity of a financial instrument (including another 
derivative financial instrument), index, currency or commodity at a predetermined rate or price during a period or at a 
time in the future. Option agreements can be transacted on organized exchanges or directly between parties. The 
Corporation also provides credit derivatives to customers who wish to increase or decrease credit exposures. In addition, 
the Corporation utilizes credit derivatives to manage the credit risk associated with the loan portfolio. 


Credit Risk Associated with Derivative Activities 


Credit risk associated with derivatives is measured as the net replacement cost in the event the counterparties with 
contracts in a gain position to the Corporation completely fail to perform under the terms of those contracts. In 
managing derivative credit risk, both the current exposure, which is the replacement cost of contracts on the 
measurement date, as well as an estimate of the potential change in value of contracts over their remaining lives are 
considered. The Corporation’s derivative activities are primarily with financial institutions and corporations. To 
minimize credit risk, the Corporation enters into legally enforceable master netting agreements, which reduce risk by 
permitting the closeout and netting of transactions with the same counterparty upon occurrence of certain events. In 
addition, the Corporation reduces credit risk by obtaining collateral from counterparties. The determination of the need 
for and the levels of collateral will vary based on an assessment of the credit risk of the counterparty. Generally, the 
Corporation accepts collateral in the form of cash, U.S. Treasury securities and other marketable securities. The 
Corporation held $24.9 billion of collateral on derivative positions, of which $17.1 billion could be applied against credit 
risk at December 31, 2005. 
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A portion of the derivative activity involves exchange-traded instruments. Exchange-traded instruments conform to 
standard terms and are subject to policies set by the exchange involved, including margin and security deposit 
requirements. Management believes the credit risk associated with these types of instruments is minimal. The average 
fair value of Derivative Assets for 2005 and 2004 was $25.9 billion and $28.0 billion. The average fair value of Derivative 
Liabilities for 2005 and 2004 was $16.8 billion and $15.7 billion. 

The following table presents the contract/notional amounts and credit risk amounts at December 31, 2005 and 2004 
of all the Corporation’s derivative positions. These derivative positions are primarily executed in the over-the-counter 
market. The credit risk amounts take into consideration the effects of legally enforceable master netting agreements, 
and on an aggregate basis have been reduced by the cash collateral applied against Derivative Assets. At December 31, 
2005 and 2004, the cash collateral applied against Derivative Assets on the Consolidated Balance Sheet was $9.3 billion 
and $9.4 billion. In addition, at December 31, 2005 and 2004, the cash collateral placed against Derivative Liabilities 
was $7.6 billion and $6.0 billion. 


Derivatives” 


December 31 
2005 2004 
Contract/ Credit Contract/ Credit 

(Dollars in millions) Notional Risk Notional Risk 
Interest rate contracts 
MWADS'- fade. Cohocas aeenqasa hale nieaon hi aipteracnd Set aamenton waaptenhade aa gen ba avert ieraeoes $14,401,577 $11,085 $11,597,813 $12,705 
Futures and forwards) <2.sc0 34.6 age ttelsdead aenwal ta heels Saeed ea ape eae 2,113,717 _ 1,833,216 332 
Bi Gay od 6) 6] 6100) 0 = Re area na a 900,036 = 988,253 = 
Purchased: OphONns: 9/4205 6sae see ee dese oes Chee Sob dS Se ooS LER ROR EaE ord 869,471 3,345 1,243,809 4,840 
Foreign exchange contracts 
SWAPS: senna wade somhacta eels Rose medi gee aden Mey adecda wee eulemeres 333,487 3,735 305,999 7,859 
Spot; futures and forwards is. 5c vnweccs Cos oeee bode ied b Cwrwane be aaweade es 944,321 2,481 956,995 3,593 
Wither! Opulons:. 4a 4,2crieaaretsape- ard Weaicninewiag sunmrandbiind tamale attendee Sndtedicne’s 214,668 _ 167,225 _— 
Purchased! Options: s:jaccce..50 Hees Ord ced FRGAGET ES Oe HSE RO EES Ba BOTS 229,049 1,214 163,243 679 
Equity contracts 
DWADS: stianchs daca peadieaa tute anemme Mou and data een agua a misma 28,287 548 34,130 1,039 
Butures:and! forwards: t.$i.ds.isacne kaput s 3A daman desde ede nascne Beagides 6,479 44 4,078 _ 
Witten OPtlONs? co. 3.e. crsis tied dea sie dis Sam Sesendns sanginw GE ee Sodiodias Sa Siagndis Sea eed 69,048 _ 37,080 _— 
Purchased Options: s.osi..0-3is)<..asvede dines widadedns da gieace did seit dats ap averadad arate ated aes 57,693 6,729 32,893 5,741 
Commodity contracts 
SWAPS: Pswaesenees dbs clase tendade aad eeaw qe dane aw dale Caewe sane ee eee es 8,809 2,475 10,480 2,099 
Futures and forwards! .: .4..vce situ ede Vee iedy Pee ead Mew ee eee 5,533 — 6,307 6 
Written options: 5 ices ces ce ees Ca ees se mae ERE CREASE RESO E CRE aE SE OES 7,854 _ 9,270 — 
Purchased options:s ¢.wis2cash aubeaedewedde phoebe eed ecaeea gee mes dd¥g caves 3,673 546 5,535 301 
Credit derivatives? 2.0.0.0... ec c cc eeneenee nes 2,017,896 766 499,741 430 
Credit risk before cash collateral .........0. 0. c cece cece cece eee eee 32,968 39,624 
Less: Cash collateral applied ......... 0... cece cee ccc eee ete ene eeee 9,256 9,389 

Total derivative assets 2.0... 60.6 cece eee eee teense eene $23,712 $30,235 


(1) Includes long and short derivative positions. 
(2) The increase in credit derivatives notional amounts reflects structured basket transactions and customer-driven activity. 


ALM Process 


Interest rate contracts and foreign exchange contracts are utilized in the Corporation’s ALM process. The 
Corporation maintains an overall interest rate risk management strategy that incorporates the use of interest rate 
contracts to minimize significant fluctuations in earnings that are caused by interest rate volatility. The Corporation’s 
goal is to manage interest rate sensitivity so that movements in interest rates do not significantly adversely affect Net 
Interest Income. As a result of interest rate fluctuations, hedged fixed-rate assets and liabilities appreciate or depreciate 
in market value. Gains or losses on the derivative instruments that are linked to the hedged fixed-rate assets and 
liabilities are expected to substantially offset this unrealized appreciation or depreciation. Interest Income and Interest 
Expense on hedged variable-rate assets and liabilities increase or decrease as a result of interest rate fluctuations. Gains 
and losses on the derivative instruments that are linked to these hedged assets and liabilities are expected to 
substantially offset this variability in earnings. 
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Interest rate contracts, which are generally non-leveraged generic interest rate and basis swaps, options and 
futures, allow the Corporation to manage its interest rate risk position. Non-leveraged generic interest rate swaps 
involve the exchange of fixed-rate and variable-rate interest payments based on the contractual underlying notional 
amount. Basis swaps involve the exchange of interest payments based on the contractual underlying notional amounts, 
where both the pay rate and the receive rate are floating rates based on different indices. Option products primarily 
consist of caps, floors, swaptions and options on index futures contracts. Futures contracts used for the ALM process are 
primarily index futures providing for cash payments based upon the movements of an underlying rate index. 


The Corporation uses foreign currency contracts to manage the foreign exchange risk associated with certain foreign 
currency-denominated assets and liabilities, as well as the Corporation’s equity investments in foreign subsidiaries. 
Foreign exchange contracts, which include spot, futures and forward contracts, represent agreements to exchange the 
currency of one country for the currency of another country at an agreed-upon price on an agreed-upon settlement date. 
Foreign exchange option contracts are similar to interest rate option contracts except that they are based on currencies 
rather than interest rates. Exposure to loss on these contracts will increase or decrease over their respective lives as 
currency exchange and interest rates fluctuate. 


Fair Value and Cash Flow Hedges 


The Corporation uses various types of interest rate and foreign currency exchange rate derivative contracts to 
protect against changes in the fair value of its fixed-rate assets and liabilities due to fluctuations in interest rates and 
exchange rates (fair value hedges). The Corporation also uses these types of contracts to protect against changes in the 
cash flows of its variable-rate assets and liabilities, and other forecasted transactions (cash flow hedges). 


For cash flow hedges, gains and losses on derivative contracts reclassified from Accumulated OCI to current period 
earnings are included in the line item in the Consolidated Statement of Income in which the hedged item is recorded and 
in the same period the hedged item affects earnings. During the next 12 months, net losses on derivative instruments 
included in Accumulated OCI of approximately $632 million (pre-tax) are expected to be reclassified into earnings. These 
net losses reclassified into earnings are expected to decrease income or increase expense on the respective hedged items. 


The following table summarizes certain information related to the Corporation’s hedging activities for 2005 and 
2004: 


(Dollars in millions) 2005 2004 
Fair value hedges 

Hedge ineffectiveness recognized in earnings) 1.0... . cece eee eee eee $166 $ 10 
Net loss excluded from assessment of effectiveness?) 0.0.0... 0c c ccc ccc ncn ene eneee (18) (6) 
Cash flow hedges 

Hedge ineffectiveness recognized in earnings®) 0.0.0.0... ccc cece eee e nee eens (31) (11) 
Net investment hedges 

Gains (losses) included in foreign currency translation adjustments within Accumulated OCI .... 66 (157) 


© Included $5 million and $(8) million recorded in Net Interest Income, $167 million and $18 million recorded in Mortgage Banking 
Income, $(5) million and $0 recorded in Investment Banking Income, and $(1) million and $0 recorded in Trading Account Profits in 
the Consolidated Statement of Income for 2005 and 2004. 

(2) Included $0 and $(5) million recorded in Net Interest Income and $(15) million and $(1) million recorded in Mortgage Banking 
Income, and $2 million and $0 recorded in Investment Banking Income in the Consolidated Statement of Income for 2005 and 2004. 

(8) Included $(17) million and $(13) million recorded in Net Interest Income and $(14) million and $2 million recorded in Mortgage 
Banking Income from other cash flow hedges in the Consolidated Statement of Income for 2005 and 2004. 
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Note 6 — Securities 


The amortized cost, gross unrealized gains and losses, and fair value of AFS debt and marketable equity securities, 
and Held-to-maturity securities at December 31, 2005, 2004 and 2003 were: 


Gross Gross 
Amortized Unrealized Unrealized Fair 
(Dollars in millions) Cost Gains Losses Value 
Available-for-sale securities 
2005 
U.S. Treasury securities and agency debentures ...............000 0000 $ 730 $— $ 138 $ 17 
Mortgage-backed securities ..... 0.0... ccc cence eee eens 197,101 198 5,268 192,031 
Foreign: securities: 3.5. .codledix ver lecs Veh deka ha wage ol alee Shade Pane Cale Sleds Vokes 10,944 1 54 10,891 
Other taxable securities) 2.0.0... ec cc cece eee eee eee 13,198 126 99 13,225 
Total taxable: sccgdcd xcs ddeegand ho Go Ga eRe Weds Sa SRE Ewe RS 221,973 325 5,434 216,864 
Tax+exempt.Se@CuritieS! vc) ccgc ac ene ge a nhegaahaad eae ys delew ge aaons 4,693 31 32 4,692 
Total available-for-sale securities ...............0.0000cc ee eee $226,666 $356 $5,466 $221,556 
Available-for-sale marketable equity securities® ......... $ 4,060 $305 $ 18 $ 4,347 
2004 
U.S. Treasury securities and agency debentures ..............0000 ee eee $ 826 $ — $ 1 $ 825 
Mortgage-backed securities ....... 0.2... cece cece eee eet e nent eene 173,697 174 624 173,247 
FOPE1GSECUTITIES? 3.2.2.2 edcedile ducctudin ach aula. tnd ub Srine aud arecthe ae Auareladed demenuaanatees 7,437 36 26 7,447 
Other taxable securities) 2.0.0... e eens 9,493 _ 13 9,480 
Total taxable icc ccRe grenacecarcuece cota ters Muar d dicsetia.dvecn antes ana Mudtauaneenkeacdeattl abe 191,453 210 664 190,999 
Tax-exempt securities: .vc.scietswane sehen ea nae deaene cada ee eed eae 3,662 87 5 3,744 
Total available-for-sale securities ............... 0000 e eens $ 195,115 $ 297 $ 669 $ 194,743 
Available-for-sale marketable equity securities? ......... $ 3,571 $ 32 $ 2 $ 3,601 
2003 
U.S. Treasury securities and agency debentures ..............00000 eens $ 710 $ 5 $ 2 $ 713 
Mortgage-backed securities ........ 0... cc cece ec enee ee e ent e eee eeee 56,403 63 575 55,891 
Foréign® Securities a .i.9:0-sa- es degen ane igen daw aly eRe eae Gane egtE AE dos 2,816 23 38 2,801 
Other taxable securities®) 2.0.0... ccc cect e eens 4,765 36 69 4,732 
Total taxable .sciaccaties sa guanees abana tae gang age acne ewe gee 64,694 127 684 64,137 
Tax-exempt securities ...... 0... eee en ee ee ene e een eeeee 2,167 79 1 2,245 
Total available-for-sale securities .............0.. 000000 c eens $ 66,861 $ 206 $ 685 $ 66,382 
Available-for-sale marketable equity securities® ................. $ 2,803 $ 394 $ 6381 $ 3,166 
Held-to-maturity securities 
2005 
Taxable SCCUTItleS oésc os ok cde as ceded eaves $a saad eRe REDS OER TAT ES $ 4 $— $ — $ 4 
Tax-exempt:S@Curities) \is0 s:5ccieia ace waka tgeaess Gade aN WAG Aisa eed sae ae ds 43 _ 43 
Total held-to-maturity securities ...................00.200000 $ 47 $— $ — $ 47 
2004 
Tata] @: SQCULIELIOS : 5.55.5. ac dass Soiecdesre wh lacputh ars oassbe Sods pudoac# eebes lacecthvatis Diver seitend dein aches $ Al $ 4 $ 4 $ 41 
Tax-exempt SCCULILIES: 2.4.4 t.cccsns gate, ca crags a tis eraes G etial doer ane nea sree Ge Bh 289 — 1 288 
Total held-to-maturity securities .................... cece eee ee $ 330 $ 4 $ 5 $ 329 
2003 
Taxable:securitiés: sd cc adwiere edd dats peu ee e Ohana au ese dte $ 96 $ 83 $ 3 $ 96 
Tax-exempt S€CUFiLIES: 4. facies cimedae ei dada e ea ce eee ee ede oa eee Has 151 7 _ 158 
Total held-to-maturity securities ................ 0... c eee eee $ 247 $ 10 $ 3 $ 254 


(1) Includes corporate debt, asset-backed securities and equity instruments. 
(2) Represents those AFS marketable equity securities that are recorded in Other Assets on the Consolidated Balance Sheet. 
(3) Includes corporate debt and asset-backed securities. 
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At December 31, 2005, accumulated net unrealized losses on AF'S debt and marketable equity securities included in 
Accumulated OCI were $3.0 billion, net of the related income tax benefit of $1.8 billion. At December 31, 2004, 
accumulated net unrealized losses on these securities were $196 million, net of the related income tax benefit of $146 
million. 


The following table presents the current fair value and the associated unrealized losses only on investments in 
securities with unrealized losses at December 31, 2005 and 2004. The table also discloses whether these securities have 
had unrealized losses for less than twelve months, or for twelve months or longer. 


December 31, 2005 


Less than twelve months Twelve months or longer Total 
Fair Unrealized Fair Unrealized Fair Unrealized 
(Dollars in millions) Value Losses Value Losses Value Losses 
Available-for-sale securities 
U.S. Treasury securities and agency debentures” ..... $ 251 $ (9) $ 163 $ (4) $ 414 $ (18) 
Mortgage-backed securities ............0 0.00: c eee eee 149,979 (3,766) 40,236 (1,502) 190,215 (5,268) 
Foreign securities 0.0.0... 0... cee cee eee ee eee eens 3,455 (41) 852 (13) 4,307 (54) 
Other taxable securities .............. 000 cece eee eee 3,882 (79) 469 (20) 4,351 (99) 
Total taxable securities .......... 0... cece eee 157,567 (3,895) 41,720 (1,539) 199,287 (5,434) 
Tax-exempt securities) 10... 0... eee ee cee eee eee 2,308 (27) 156 (5) 2,464 (32) 
Total temporarily-impaired available-for-sale 
SCCUFITICS co.cc 5s ec de nese cee cae ee eeea eeees 159,875 (3,922) 41,876 (1,544) 201,751 (5,466) 
Temporarily-impaired marketable equity 
SCCULITLICS: ..2..4000 ceed dade oe eRe oe ees 146 (18) _ - 146 (18) 
Total temporarily-impaired securities ...... $160,021 $(3,940) $41,876 $(1,544) $201,897 $(5,484) 
December 31, 2004 
Less than twelve months Twelve months or longer Total 
Fair Unrealized Fair Unrealized Fair Unrealized 
(Dollars in millions) Value Losses Value Losses Value Losses 
Available-for-sale securities 
U.S. Treasury securities and agency debentures ..... $ 381 $ (1) $ 22 $ — $ 403 $ (1) 
Mortgage-backed securities ............00.00 eee eee 52,687 (297) 17,426 (327) 70,113 (624) 
Foreign Securities: 6.3.6. sacs des hee Pa hee ewe wa ee 4,964 (11) 99 (15) 5,063 (26) 
Other taxable securities ............... 00 ccc eee eee 1,130 (9) 37 (4) 1,167 (18) 
Total taxable securities .......... 0... cece eee 59,162 (318) 17,584 (346) 76,746 (664) 
Tax-exempt securities) 1.0... 0... eee eee ee eee ee 1,088 (5) 21 — 1,109 (5) 
Total temporarily-impaired available-for-sale 
SCCUPIGIOS: ai. dceicoi ge dois tes Sees Fede Made aces Bud ES 60,250 (323) 17,605 (346) 77,855 (669) 
Temporarily-impaired marketable equity 
securities 2.0.0.0... cece eens 83 (2) _ _ 83 (2) 
Held-to-maturity securities 
Taxable SOCULITIOS eas doe. sashsid tects o cicin usa ede wicdels Brand dablepdassieeans 41 (4) a = Al (4) 
Tax-exempt securities ...... 0... 0. cece eee ee ee eee 288 (1) - - 288 (1) 
Total temporarily-impaired held-to-maturity 
securities 2.0.0.0... 0. cee eee ee 329 (5) _ _ 329 (5) 
Total temporarily-impaired securities ...... $ 60,662 $ (330) $17,605 $ (346) $ 78,267 $ (676) 


(1) Unrealized losses less than $500 thousand are shown as zero. 


The unrealized losses associated with U.S. Treasury securities and agency debentures, mortgage-backed securities, 
certain foreign securities, other taxable securities and tax-exempt securities are not considered to be other-than- 
temporary because their unrealized losses are related to changes in interest rates and do not affect the expected cash 
flows of the underlying collateral or issuer. The Corporation has the ability and intent to hold these securities for a 
period of time sufficient to recover all unrealized losses. Accordingly, the Corporation has not recognized any other-than- 
temporary impairments for these securities. 


113 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


The Corporation had investments in securities from the Federal National Mortgage Association (Fannie Mae) and 
Federal Home Loan Mortgage Corporation (Freddie Mac) that exceeded 10 percent of consolidated Shareholders’ Equity 
as of December 31, 2005 and 2004. Those investments had market values of $144.1 billion and $46.9 billion at 
December 31, 2005 and $133.6 billion and $35.8 billion at December 31, 2004. In addition, these investments had total 
amortized costs of $148.0 billion and $48.3 billion at December 31, 2005 and $132.9 billion and $35.9 billion at 
December 31, 2004. 


Pursuant to an agreement dated June 17, 2005, the Corporation committed to purchase approximately nine percent 
of the stock of China Construction Bank (CCB) for $3.0 billion. Under this agreement, the Corporation made an initial 
purchase of CCB shares for $2.5 billion in August 2005 and during CCB’s initial public offering in October 2005, made 
an additional purchase of $500 million. These shares are non-transferable until the third anniversary of the initial 
public offering. The Corporation also holds an option to increase its ownership interest in CCB to 19.9 percent over the 
next five years. At December 31, 2005, this $3.0 billion investment in CCB was included in Other Assets. 


Securities are pledged or assigned to secure borrowed funds, government and trust deposits and for other purposes. 
The carrying value of pledged securities was $116.7 billion and $45.1 billion at December 31, 2005 and 2004. 


The expected maturity distribution of the Corporation’s mortgage-backed securities and the contractual maturity 
distribution of the Corporation’s other securities, and the yields of the Corporation’s securities portfolio at December 31, 
2005 are summarized in the following table. Actual maturities may differ from the contractual or expected maturities 
shown below since borrowers may have the right to prepay obligations with or without prepayment penalties. 


Due after one Due after five 


Due in one year through years through Due after 
year or less five years ten years ten years Total 
(Dollars in millions) Amount Yield®) Amount Yield®) Amount Yield®@) Amount Yield® Amount Yield® 
Fair value of available-for-sale 
securities 
US. Treasury securities and agency 
debentures .............000 esas $ 15 3.24% $ 378 3.52% $ 324 434% $ — — % $ 717 3.88% 
Mortgage-backed securities.......... 18 4.40 56,130 4.94 126,789 5.09 9,094 5.23 192,031 5.06 
Foreign securities .................. 891 4.44 339 4.41 9,620 5.66 41 6.06 10,891 5.58 
Other taxable securities............. 278 4.86 6,245 4.54 4,712 4.91 1,990 5.51 13,225 4.73 
Total taxable .................. 1,202 4.52 63,092 4.89 141,445 5.13 11,125 5.28 216,864 5.06 
Tax-exempt securities® ............. 1,255 4.53 331 6.79 2,767 5.78 339 5.67 4,692 5.50 
Total available-for-sale 
securities .................. $2,457 4.53% $63,423 4.90% $144,212 5.14% $11,464 5.26% $221,556 5.07% 
Amortized cost of available- 
for-sale securities .............. $2,514 $64,885 $147,538 $11,729 $226,666 
Amortized cost of held-to- 
maturity securities 
Taxable securities ...............05. $ 4 4.00% $ — — % $ - —-% S$ — — % $ 4 4.00% 
Tax-exempt securities®) ............. 10 3.37 31 3.58 2 5.51 _ _ 43 3.61 
Total held-to-maturity 
securities .................. $ 14 3.88% $ 31 3.58% $ 2 551% $ — — %$ 47 3.65% 
Fair value of held-to- maturity 
securities ................0.005: $ 14 $ 31 $ 2 $ — $ 47 


(1) Includes securities with no stated maturity. 
(2) Yields are calculated based on the amortized cost of the securities. 
(3) Yield of tax-exempt securities calculated on a FTE basis. 


The components of realized gains and losses on sales of debt securities for 2005, 2004 and 2003 were: 


2004 
(Dollars in millions) 2005 (Restated) 2003 
GYOSS GaiINS ois cie ed bdda seen eae Rhee eens ee Demis ee ee nee Oke $1,154 $2,270 $1,246 
GOSS OSSESY <g &.c auntie ane tare: ececais, ach. bdeebecst d aeecseidoneance dudi’s aussauas te lamb ate toe ans sand. boesaoscst eave eonels (70) (546) (305) 
Net gains on sales of debt securities ............... 0.0 e eens $1,084 $1,724 $ 941 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements— (Continued) 
The Income Tax Expense attributable to realized net gains on debt securities sales was $400 million, $640 million 
and $329 million in 2005, 2004 and 2003, respectively. 


Note 7—Outstanding Loans and Leases 


Outstanding loans and leases at December 31, 2005 and 2004 were: 


December 31 


2004 
(Dollars in millions) 2005 (Restated) 
Consumer 
Residential mortgage: ii. c.03 cee ages ctor mara diene wen ahd ala Rah eaeA hed Bae arma eRes $182,596 $178,079 
Credit Card) cctv tays decent s dtte ahah dicate nde tse eRe Beet Mat ace et ayel Blades septa 58,548 51,726 
Homereguity line 6.0.49: tccninia ie ean aieea teacnbeaee aden singin Puen uae ads Steere eee ae 62,098 50,126 
Direct/Indirect consumer s.4..c5hde wack date Was Stee HES BS lee aoe ee RSE Se 8 45,490 40,513 
Other constimer) i5.27550- dara acantaade eens as Teal dine a alee a wonideaes 6,725 7,439 
Total. consumed i... 25.5.4. 3 Gi eda han a eas Mk s ges ha ew nena ee 355,457 327,883 
Commercial 
Corimercial—domeéstic! 2.4 diiccesncna ee ee eth eewees Gul Ga tabeeeawn ere enews 140,533 122,095 
Commercial real Estatel?) =. cscsiaisiencsbes aig duaitocsbes edie: shark we sbes ae dvoid uate mobsialaventedbe # dgubsoiinssteSndnen 35,766 32,319 
Commercial lease‘ financing... .6 0 digs hee ee nae hg ee Stave Piet aae Vidoes Vihaave Rida Me wanyeced 20,705 21,115 
Commercial— foreign .ci2s cnecaa es cue tard Pane dareegndicaedaenemaaw edd neat earn edhe 21,330 18,401 
Total commercial 24.00.0605. ice nce eee be Ode he bane ehe deena he hae ed obi 218,334 193,930 
i Ra et ee nee oe a ee Ree er ae $573,791 $521,813 


(1) Includes consumer finance of $2,849 million and $3,395 million; foreign consumer of $3,841 million and $3,563 million; and 
consumer lease financing of $35 million and $481 million at December 31, 2005 and 2004. 

(2) Includes domestic commercial real estate loans of $35,181 million and $31,879 million; and foreign commercial real estate loans of 
$585 million and $440 million at December 31, 2005 and 2004. 


The following table presents the gross recorded investment in specific loans, without consideration to the specific 
component of the Allowance for Loan and Lease Losses, that were considered individually impaired in accordance with 
SFAS 114 at December 31, 2005 and 2004. SFAS 114 impairment includes performing troubled debt restructurings, and 
excludes all commercial leases. 


December 31 

(Dollars in millions) 2005 2004 
Commercial =domestie: viitis 2c alAecss id dseiesdee his dale deettem id ect ask Roscoe sh aida cackd doanandoe sis acdusialyeeeObMcaceubangded $613 $ 868 
Commercial: real estate: is dc sac dice haw dees aes aha Ge RE RMON GR SRN Hoe MO HRMS OR EET Banas 49 87 
Commercial fort on g sé.ei sis ass.4.420icas lays casse nd ncalh oan a dyevincatlh ald cayjevdnvanid ane. isha lala basbeioend bvduk oa acdgd aan A alse ayiele 34 273 
Total impaired loans .............0 0c eee ene t eee t eee eeneee $696 $1,228 


The average recorded investment in certain impaired loans for 2005, 2004 and 2003 was approximately $852 
million, $1.6 billion and $3.0 billion, respectively. At December 31, 2005 and 2004, the recorded investment in impaired 
loans requiring an Allowance for Loan and Lease Losses based on individual analysis per SFAS 114 guidelines was $517 
million and $926 million, and the related Allowance for Loan and Lease Losses was $55 million and $202 million. For 
2005, 2004 and 2003, Interest Income recognized on impaired loans totaled $17 million, $21 million and $105 million, 
respectively, all of which was recognized on a cash basis. 


At December 31, 2005 and 2004, nonperforming loans and leases, including impaired loans and nonaccrual 
consumer loans, totaled $1.5 billion and $2.2 billion. Nonperforming securities amounted to zero and $140 million at 
December 31, 2005 and 2004. In addition, included in Other Assets were nonperforming loans held for sale and 
leveraged lease partnership interests of $50 million and $151 million at December 31, 2005 and 2004. 


Foreclosed properties amounted to $92 million and $102 million at December 31, 2005 and 2004, and are included in 
Other Assets on the Consolidated Balance Sheet. The cost of carrying foreclosed properties in 2005, 2004 and 20038 
amounted to $4 million, $3 million and $3 million, respectively. 
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Note 8—Allowance for Credit Losses 


The following table summarizes the changes in the allowance for credit losses for 2005, 2004 and 2003: 


(Dollars in millions) 2005 2004 2003 
Allowance for loan and lease losses, January 1.............. 0... e cece eee eens $ 8,626 $6,163 $6,358 
FleetBoston balance, April 1, 2004 20... 0... eee ccc cee ne ene e nent teen ene e ee enae — 2,763 — 
Loans atid leasés charged :off 035.00 ccac dace wbecd aan tee ead ¥eaw awed Mae aG KRG eee AME Die baw E OER (5,794) (4,092) (3,867) 
Recoveries of loans and leases previously charged off ........ 0... cece eee eect tenet nae 1,232 979 761 
Net chatgé-0ff$ ...cicccci cca tea eee yn tea soe rene ae naal santa da ead eae onde Dead eds (4,562) (3,113) (8,106) 
Provision for loan and lease losses... osceesesns ae eaerecss ad nope ee Maus aon eon ele SURE sage eupee danboe EOS 4,021 2,868 2,916 
Transfers: yess d.2.G hss Ab Sapa eee oSeea vows Demers 34 Aes Saw ONES BAR ea ae wee bas bees Se ME (40) (55) (5) 
Allowance for loan and lease losses, December 31 ................... 0000. 8,045 8,626 6,163 
Reserve for unfunded lending commitments, January 1...............00. 00 cece eee eens 402 416 493 
FleetBoston balance, April 1, 2004 2.0.0... cn etn een ee beet eee e eee ene = 85 a 
Provision for unfunded lending commitments ............0 0 ccc cece cece eee eee ee eee e nee (7) (99) (77) 
Reserve for unfunded lending commitments, December 31 ....................0 00 ee eee 395 402 416 
Total Allowance for Credit Losses ..........0. 0.00 cece cence eet e een nen eee nenes $ 8,440 $9,028 $6,579 


Note 9—Special Purpose Financing Entities 


The Corporation securitizes assets and may retain a portion or all of the securities, subordinated tranches, interest- 
only strips and, in some cases, a cash reserve account, all of which are considered retained interests in the securitized 
assets. Those assets may be serviced by the Corporation or by third parties. The Corporation also uses other special 
purpose financing entities to access the commercial paper market and for other lending, leasing and real estate 
activities. 


Mortgage-related Securitizations 


The Corporation securitizes the majority of its residential mortgage loan originations in conjunction with or shortly 
after loan closing. In addition, the Corporation may, from time to time, securitize commercial mortgages and first 
residential mortgages that it originates or purchases from other entities. In 2005 and 2004, the Corporation converted a 
total of $102.6 billion (including $23.3 billion originated by other entities) and $96.9 billion (including $18.0 billion 
originated by other entities), of residential first mortgages and commercial mortgages into mortgage-backed securities 
issued through Fannie Mae, Freddie Mac, Government National Mortgage Association, Bank of America, N.A. and Banc 
of America Mortgage Securities. At December 31, 2005 and 2004, the Corporation retained $7.2 billion (including $2.4 
billion issued prior to 2005) and $9.2 billion (including $1.2 billion issued prior to 2004) of securities. At December 31, 
2005, these retained interests were valued using quoted market prices. 


In 2005, the Corporation reported $577 million in gains on loans converted into securities and sold, of which gains of 
$592 million were from loans originated by the Corporation and losses of $15 million were from loans originated by other 
entities. In 2004, the Corporation reported $952 million in gains on loans converted into securities and sold, of which 
gains of $886 million were from loans originated by the Corporation and gains of $66 million were from loans originated 
by other entities. At December 31, 2005, the Corporation had recourse obligations of $471 million with varying terms up 
to seven years on loans that had been securitized and sold. 


In 2005 and 2004, the Corporation purchased $19.6 billion and $31.1 billion of mortgage-backed securities from 
third parties and resecuritized them. Net gains, which include net interest income earned during the holding period, 
totaled $13 million and $55 million. The Corporation did not retain any of the securities issued in these transactions. 
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The Corporation has retained MSRs from the sale or securitization of mortgage loans. Servicing fee and ancillary fee 
income on all mortgage loans serviced, including securitizations, was $789 million and $568 million in 2005 and 2004. 
The following table presents activity in MSRs in 2005 and 2004. Effective June 1, 2004, Excess Spread Certificates (the 
Certificates) were converted to MSRs. 


(Dollars in millions) 2005 2004 
Balance, January l oocck sce ec ee ck ena es ceed eH KNORR ENC EAE TMK RA DEMO ES $2,481 $ 479 
AdGIIONS 35.688 coh aeeadcrnsge nate GuG Susie hee SH He daw eheteG Ewe Mee pw eae ew ee meme 910 3,035 
PRT OV AZ ATT OTD ys ie 5, see candi Sccecn, Soech aed dein dayatde dams ecksa dds attde dhe Muatihwanas AedeacRach.dlbesd Mort puate asi nesdiads dtaitibed es Meats (637) (360) 
Salés of MSRS 23h cceesccedackhees meee ceea seeded Pew eh Cavde aah eae edt eaeane edad Hed (176) _— 
Valuation adjustment of MSRs® .... 0... eee eee eee e eee eeee 228 (673) 
Balance, December 31® 2.0.0... 0... ccc c ccc cee eect een e een e nance ene nen anes $2,806 $2,481 


© Includes $2.2 billion of Excess Spread Certificates converted to MSRs on June 1, 2004. 

2 For 2005 and 2004, includes $291 million and $(210) million related to change in value attributed to SFAS 133 hedged MSRs and 
$63 million and $463 million of impairment. 

3) Net of impairment allowance of $257 million and $361 million for 2005 and 2004. 


The estimated fair value of MSRs was $2.8 billion and $2.5 billion at December 31, 2005 and 2004. 


The key economic assumptions used in valuations of MSRs include modeled prepayment rates and resultant 
expected weighted average lives of the MSRs and the option adjusted spread (OAS) levels. An OAS model runs multiple 
interest rate scenarios and projects prepayments specific to each one of those interest rate scenarios. 


As of December 31, 2005, the modeled weighted average lives of MSRs related to fixed and adjustable rate loans 
(including hybrid ARMs) were 4.94 years and 3.03 years. A decrease of 10 and 20 percent in modeled prepayments would 
extend the expected weighted average lives for MSRs related to fixed rate loans to 5.26 years and 5.63 years, and would 
extend the expected weighted average lives for MSRs related to adjustable rate loans to 3.30 years and 3.63 years. The 
expected extension of weighted average lives would increase the value of MSRs by a range of $126 million to $269 
million. An increase of 10 and 20 percent in modeled prepayments would reduce the expected weighted average lives for 
MSRs related to fixed rate loans to 4.65 years and 4.40 years, and would reduce the expected weighted average lives for 
MSRs related to adjustable rate loans to 2.81 years and 2.62 years. The expected reduction of weighted average lives 
would decrease the value of MSRs by a range of $112 million to $212 million. A decrease of 100 and 200 basis points 
(bps) in the OAS level would result in an increase in the value of MSRs ranging from $97 million to $202 million, and an 
increase of 100 and 200 bps in the OAS level would result in a decrease in the value of MSRs ranging from $90 million to 
$175 million. 


For purposes of evaluating and measuring impairment, the Corporation stratifies the portfolio based on the 
predominant risk characteristics of loan type and note rate. Indicated impairment, by risk stratification, is recognized as 
a reduction in Mortgage Banking Income, through a valuation allowance, for any excess of adjusted carrying value over 
estimated fair value. 


Other Securitizations 


As a result of the FleetBoston Merger in 2004, the Corporation acquired an interest in several credit card, home 
equity loan and commercial loan securitization vehicles, which had aggregate debt securities outstanding of $4.1 billion 
as of December 31, 2005. 


At December 31, 2005 and 2004, the Corporation retained investment grade securities of $4.4 billion (including $2.6 
billion issued in 2005) and $2.9 billion, which are valued using quoted market prices, in the AFS securities portfolio. At 
December 31, 2005 there were no recognized servicing assets associated with these securitization transactions. 


The Corporation has provided protection on a subset of one consumer finance securitization in the form of a 
guarantee with a maximum payment of $220 million that will only be paid if over-collateralization is not sufficient to 
absorb losses and certain other conditions are met. The Corporation projects no payments will be due over the remaining 
life of the contract, which is less than one year. 
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Key economic assumptions used in measuring the fair value of certain residual interests (included in Other Assets) 


in securitizations and the sensitivity of the current fair value of residual cash flows to changes in those assumptions are 
as follows: 


Subprime Consumer Automobile Commercial 
Credit Card Finance® Loans Loans 
(Dollars in millions) 2005 2004 2005 2004 2005 2004 2005 2004 
Carrying amount of residual interests (at fair value)® ..... $ 203 $ 349 $ 290 $ 313 $ 93 $ 34 $ 92 $ 130 
Balance of unamortized securitized loans.................. 2,237 6,903 2,667 4,892 3,996 1,644 1,904 3,337 
Weighted average life to call or maturity (in years) ....... 0.5 1.2 0.8 1.3 1.6 1.4 1.8 1.8 
Revolving structures—annual payment rate ............... 12.1% 13.7% 25.8% 26.0% 
Amortizing structures—annual constant prepayment rate: 
Fixed rate Loans sss ssiisig cies sicidee Nain cd Garde sanoam shea eaeaias 26.3-28.9% 28.3-32.7% 17.6-25.5% 24.9% 
Adjustable rate loans ............... 0... eee eee eee 37.6  27.0-40.8 - _ 

Impact on fair value of 100 bps favorable change .............+ $ 2 $ 1 $ - §$ 1 $ = § —= §$ = § 2 

Impact on fair value of 200 bps favorable change ............+- 3 2 - 11 1 _ 1 2 

Impact on fair value of 100 bps adverse change .............6. (2) (1) (8) (9) qd) - - (1) 

Impact on fair value of 200 bps adverse change .............64 (3) (2) (9) (17) qd) (1) (1) (1) 
Expected credit losses® 1.0.0.0... ees 4.0-4.3%  5.3-9.7% 3.9-5.6% 5.1-11.3% 1.8-1.8% 1.6% 0.4% 0.4% 

Impact on fair value of 10% favorable change ..............445 $ 3 $ 18 $ 7 $ 27 $ 7 $ 3 $ 1 $ 1 

Impact on fair value of 25% favorable change ..............+4 8 47 18 71 15 6 2 2 

Impact on fair value of 10% adverse change ................04 (3) (15) (7) (27) (6) (2) (1) (1) 

Impact on fair value of 25% adverse change .............000005 (8) (27) (18) (68) (15) (6) (2) (2) 
Residual cash flows discount rate (annual rate) ............ 12.0% 6.0-12.0% 30.0% 30.0% 15.0-20.0% 20.0% 12.38% 12.3% 

Impact on fair value of 100 bps favorable change .............+ $ - §$ — §$ 5 $ 6 $ 3 $ 1 $ 1 $ 1 

Impact on fair value of 200 bps favorable change .............- - _ 11 12 5 1 al 2 

Impact on fair value of 100 bps adverse change .............4. - _ (5) (6) (2) (1) (1) (1) 

Impact on fair value of 200 bps adverse change .............6. - - (10) (12) (5) (1) (1) (2) 


(1) The impact of changing residual cash flows discount rates is immaterial. 

(2) Subprime consumer finance includes subprime real estate loan securitizations, which are serviced by third parties. 

(3) Residual interests include interest-only strips, one or more subordinated tranches, accrued interest receivable, and in some cases, a cash reserve 
account. 

(4) Before any optional clean-up calls are executed, economic analysis will be performed. 

(5) Annual rates of expected credit losses are presented for credit card, home equity lines and commercial securitizations. Cumulative lifetime rates of 
expected credit losses (incurred plus projected) are presented for subprime consumer finance securitizations and auto securitizations. 

The sensitivities in the preceding table are hypothetical and should be used with caution. As the amounts indicate, 
changes in fair value based on variations in assumptions generally cannot be extrapolated because the relationship of 
the change in assumption to the change in fair value may not be linear. Also, the effect of a variation in a particular 
assumption on the fair value of the retained interest is calculated without changing any other assumption. In reality, 
changes in one factor may result in changes in another, which might magnify or counteract the sensitivities. 
Additionally, the Corporation has the ability to hedge interest rate risk associated with retained residual positions. The 
above sensitivities do not reflect any hedge strategies that may be undertaken to mitigate such risk. 


Static pool net credit losses are considered in determining the value of retained interests. Static pool net credit 
losses include actual losses incurred plus projected credit losses divided by the original balance of each securitization 
pool. For auto loan securitizations, weighted average static pool net credit losses for securitizations entered into in 2005 
were 1.77 percent for the year ended December 31, 2005. For securitizations entered into in 2004, the weighted average 
static pool net credit losses were 1.79 percent for the year ended December 31, 2005, and 1.63 percent for the year ended 
December 31, 2004. For the subprime consumer finance securitizations, weighted average static pool net credit losses for 
securitizations entered into in 2001 were 5.50 percent for the year ended December 31, 2005, and 5.93 percent for the 
year ended December 31, 2004. For securitizations entered into in 1999, the weighted average static pool net credit 
losses were 9.16 percent for the year ended December 31, 2005, and 12.22 percent for the year ended December 31, 2004. 


Proceeds from collections reinvested in revolving credit card securitizations were $2.0 billion and $6.8 billion in 2005 
and 2004. Credit card servicing fee income totaled $97 million and $134 million in 2005 and 2004. Other cash flows 
received on retained interests, such as cash flows from interest-only strips, were $206 million and $345 million in 2005 
and 2004, for credit card securitizations. Proceeds from collections reinvested in revolving commercial loan 
securitizations were $8.7 billion and $7.5 billion in 2005 and 2004. Servicing fees and other cash flows received on 
retained interests, such as cash flows from interest-only strips, were $3 million and $34 million in 2005, and $4 million 
and $11 million in 2004 for commercial loan securitizations. 


The Corporation reviews its loans and leases portfolio on a managed basis. Managed loans and leases are defined as 
on-balance sheet Loans and Leases as well as loans in revolving securitizations, which include credit cards, home equity 
lines and commercial loans. New advances on accounts for which previous loan balances were sold to the securitization 
trusts will be recorded on the Corporation’s Consolidated Balance Sheet after the revolving period of the securitization, 
which has the effect of increasing Loans and Leases on the Corporation’s Consolidated Balance Sheet and increasing Net 
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Interest Income and charge-offs, with a corresponding reduction in Noninterest Income. Portfolio balances, delinquency 
and historical loss amounts of the managed loans and leases portfolio for 2005 and 2004 were as follows: 


(Dollars in millions) 


Residential mortgage ................. 
Credit Catd! «.cn9 ba sods hee nae asks 
Home equity lines .................0-- 
Direct/Indirect consumer .............. 
Other consumer...............000000- 


Total consumer ..............000005 


Commercial—domestic 
Commercial real estate 
Commercial lease financing 
Commercial—foreign ................. 


Total commercial.................5. 


Total managed loans and 
leases .......... 0. cece eee eee 


Loans in revolving securitizations ...... 


Total held loans and leases ... 


(Dollars in millions) 


Residential mortgage ...............-. 
Credit Card iai.éo<. assests dea. anane de ciestecberaans 
Home equity lines ..................-. 
Direct/Indirect consumer .............. 
Other consumer.............0.0000 00 


Commercial—domestic 
Commercial real estate 
Commercial lease financing 
Commercial—foreign ................. 


Total commercial................... 


leases ........ 0... ccc cece eee 


Loans in revolving securitizations ...... 


Total held loans and 
leases ..............00000- 


December 31, 2005 


December 31, 2004 (Restated) 


Principal Principal 
Amount Amount 
of Accruing of Accruing 
Total Loans and Principal Total Loans and Principal 
Principal Leases Amount of Principal Leases Amount of 
Amount of Past Due Nonperforming Amountof PastDue Nonperforming 
Loans and 90 Days or Loans and Loansand 90 Days or Loans and 
Leases More Leases Leases More Leases 
$182,596 $ - $ 570 $178,079 $ — $ 554 
60,785 1,217 - 58,629 1,223 _ 
62,553 3 117 50,756 3 66 
45,490 75 37 40,513 58 33 
6,725 15 61 7,439 23 85 
358,149 1,310 785 335,416 1,307 738 
142,437 117 581 125,482 121 855 
35,766 4 49 32,319 1 87 
20,705 15 62 21,115 14 266 
21,330 32 34 18,401 2 267 
220,238 168 726 197,267 138 1,475 
578,387 $1,478 $1,511 532,683 $1,445 $2,218 
(4,596) (10,870) 
$573,791 $521,813 


Year Ended December 31, 2005 


Average 
Loans and __— Loans and 
Leases Leases Net Net Loss 
Outstanding Losses Ratio® 
$173,773 $ 27 0.02% 
59,048 4,086 6.92 
56,842 31 0.05 
44,981 248 0.55 
6,908 275 3.98 
341,552 4,667 1.37 
130,870 157 0.12 
34,304 - = 
20,441 231 1.13 
18,491 (72) (0.39) 
204,106 316 0.16 
545,658 $4,983 0.91% 
(8,440) 
$537,218 


Year Ended December 31, 2004 (Restated) 


Average 
Loans and Loans and 
Leases Leases Net Net Loss 
Outstanding Losses Ratio®) 
$167,270 $ 36 0.02% 
50,296 2,829 5.62 
39,942 15 0.04 
38,078 208 0.55 
7,717 193 2.50 
303,303 3,281 1.08 
117,422 184 0.16 
28,085 (3) (0.01) 
17,483 9 0.05 
16,505 173 1.05 
179,495 363 0.20 
482,798 $3,644 0.75% 
(10,181) 


$472,617 


(1) Excludes consumer real estate loans, which are placed on nonperforming status at 90 days past due. 
(2) The net loss ratio is calculated by dividing managed loans and leases net losses by average managed loans and leases outstanding 


for each loan and lease category. 
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Variable Interest Entities 


At December 31, 2005, the assets and liabilities of the Corporation’s multi-seller asset-backed commercial paper 
conduits that have been consolidated in accordance with FASB Interpretation No. 46 (Revised December 2003), 
“Consolidation of Variable Interest Entities, an interpretation of ARB No. 51” were reflected in AFS Securities, Other 
Assets, and Commercial Paper and Other Short-term Borrowings in Global Capital Markets and Investment Banking. As 
of December 31, 2005 and 2004, the Corporation held $6.6 billion and $7.7 billion of assets in these entities while the 
Corporation’s maximum loss exposure associated with these entities including unfunded lending commitments was 
approximately $8.0 billion and $9.4 billion. The Corporation also had contractual relationships with other consolidated 
VIEs that engage in leasing or lending activities or real estate joint ventures. As of December 31, 2005 and 2004, the 
amount of assets of these entities was $750 million and $560 million, and the Corporation’s maximum possible loss 
exposure was $212 million and $132 million. 


Additionally, the Corporation had significant variable interests in other VIEs that it did not consolidate because it 
was not deemed to be the primary beneficiary. In such cases, the Corporation does not absorb the majority of the entities’ 
expected losses nor does it receive a majority of the entities’ expected residual returns. These entities typically support 
the financing needs of the Corporation’s customers by facilitating their access to the commercial paper markets. The 
Corporation functions as administrator and provides either liquidity and letters of credit, or derivatives to the VIE. The 
Corporation also provides asset management and related services to other special purpose vehicles that engage in 
lending, investing, or real estate activities. Total assets of these entities at December 31, 2005 and 2004 were 
approximately $32.5 billion and $32.9 billion. Revenues associated with administration, liquidity, letters of credit and 
other services were approximately $121 million and $154 million for the year ended December 31, 2005 and 2004. At 
December 31, 2005 and 2004, the Corporation’s maximum loss exposure associated with these VIEs was approximately 
$26.7 billion and $25.0 billion, which is net of amounts syndicated. 


Management does not believe losses resulting from its involvement with the entities discussed above will be 
material. See Note 1 of the Consolidated Financial Statements for additional discussion of special purpose financing 
entities. 


Note 10—Goodwill and Other Intangibles 


The following table presents allocated Goodwill at December 31, 2005 and 2004 for each business segment and All 
Other. The increases from December 31, 2004 were primarily due to the $65 million of goodwill adjustments related to 
National Processing, Inc. (NPC) and the acquisitions of Works, Inc., which added approximately $49 million to Goodwill. 


December 31 

(Dollars in millions) 2005 2004 
Global Consumer and Small Business Banking ............ 00... ccs e eee eee nee eens $18,491 $18,453 
Global Business and Financial Services .......... 0.000 c ccc c etc eeeeeenee ence eee ens 16,750 16,707 
Global Capital Markets and Investment Banking ................. 0.00.00 4,542 4,500 
Global Wealth and Investment Management ............. 0. cece eee eee nee eens 5,333 5,338 
AWOKE 3.2525 Cav crate setlelew che Gb os ae bo eda ee tee Ae Goth sua se Ca Se aud be ha yada ees 238 264 

cc $45,354 $45,262 


The gross carrying value and accumulated amortization related to core deposit intangibles and other intangibles at 
December 31, 2005 and 2004 are presented below: 


December 31 


2005 2004 
Gross Carrying Accumulated GrossCarrying Accumulated 
(Dollars in millions) Value Amortization Value Amortization 
Core deposit intangibles .............. 000 c cece e eee eee ee $3,661 $1,881 $3,668 $1,354 
Other intangibles. i265) docs ena we seen nage ces vane eee chars Se 2,353 939 2,256 683 
MGA 525) digs Souen eis adacked on abearapeiaentenaebeny $6,014 $2,820 $5,924 $2,037 


As a result of the FleetBoston Merger, the Corporation recorded $2.2 billion of core deposit intangibles, $660 million 
of purchased credit card relationship intangibles and $409 million of other customer relationship intangibles. The 
weighted average amortization period of these intangibles is approximately nine years. As a result of the acquisition of 
NPC during 2004, the Corporation allocated $479 million to other intangibles with a weighted average amortization 
period of approximately 10 years. 
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Amortization expense on core deposit intangibles and other intangibles was $809 million, $664 million and $217 
million for 2005, 2004, and 2003, respectively. The increase for the year ended December 31, 2005 was primarily due to 
the FleetBoston Merger. The Corporation estimates that aggregate amortization expense will be $746 million, $599 
million, $486 million, $385 million and $311 million for 2006, 2007, 2008, 2009 and 2010, respectively. 


Note 11—Deposits 


The Corporation had domestic certificates of deposit of $100 thousand or more totaling $47.0 billion and $56.2 billion 
at December 31, 2005 and 2004. The Corporation had other domestic time deposits of $100 thousand or more totaling 
$1.4 billion and $1.1 billion at December 31, 2005 and 2004. Foreign certificates of deposit and other foreign time 
deposits of $100 thousand or more totaled $38.8 billion and $28.6 billion at December 31, 2005 and 2004. 


The following table presents the maturities of domestic and foreign certificates of deposit of $100 thousand or more, 
and of other domestic time deposits of $100 thousand or more at December 31, 2005. 


Three Over Over 
months three months six months to 
(Dollars in millions) orless tosixmonths twelve months Thereafter Total 
Domestic certificates of deposit of $100 thousand or more ..... $19,922 $12,271 $8,762 $6,023 $46,978 
Domestic other time deposits of $100 thousand or more....... 99 1138 205 991 1,408 
Foreign certificates of deposit and other time deposits of $100 
Ghowisanid: OF MOLE s,s cs. fas usta cies teeeas sebiwed acare dude gears aeavand abs 35,595 1,994 208 989 38,786 


At December 31, 2005, the scheduled maturities for total time deposits were as follows: 


(Dollars in millions) Domestic Foreign Total 
Daim 2006. 5.52: 5. edsdsosseds’. ¢ aoa argegehs boda eededd Gand seach b-deind Suedckes Cd gue adeedeas $ 101,461 $ 60,733 $ 162,194 
Dern. 200s 6 .ceoen ite aee. tbs aah ghe wed each AON ee a eee ea Bee ae 12,103 100 12,203 
Due in 2008: dnd csc ae ee ea hie nd ore iee deeb ewes eene ae ek Save aie eh ea 3,521 245 3,766 
THe AT DOOD. © sis sedscsns leon térs secevue veoh traveveiat anh daiarddaar s dbdnsgadecsns font te andaririadin banananiieae 2,650 26 2,676 
Due in 2010 0... cece cece cece eeeeeeeeeeeeueeeuveerueeereeternnnes 1,856 1 1,857 
MP CRO AI GON fc esate Siete ayedciirs hn huetoec ty bas cee attod tebe eds audeseBige tates and etre auhiecee tant 1,123 1,182 2,305 
Total 250s water stewie aa aaains mentadaoese teas was aneetss quae $122,714 $62,287 $185,001 


Note 12—Short-term Borrowings and Long-term Debt 
Short-term Borrowings 


Bank of America Corporation and certain other subsidiaries issue commercial paper in order to meet short-term 
funding needs. Commercial paper outstanding at December 31, 2005 was $25.0 billion compared to $25.4 billion at 
December 31, 2004. 


Bank of America, N.A. maintains a domestic program to offer up to a maximum of $60.0 billion, at any one time, of 
bank notes with fixed or floating rates and maturities of at least seven days from the date of issue. Short-term bank 
notes outstanding under this program totaled $22.5 billion at December 31, 2005 compared to $9.6 billion at 
December 31, 2004. These short-term bank notes, along with Treasury tax and loan notes, term federal funds purchased 
and commercial paper, are reflected in Commercial Paper and Other Short-term Borrowings on the Consolidated 
Balance Sheet. 
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Long-term Debt 
The following table presents Long-term Debt at December 31, 2005 and 2004: 
December 31 
2004 
(Dollars in millions) __ 2005 (Restated) 
Notes issued by Bank of America Corporation” 
Senior notes: 
Fixed, ranging from 0.73% to 9.25%, due 2006 to 2043 2.0... eee cent tenet ee eens $ 36,357 34,218 
Floating, ranging from 0.20% to 6.41%, due 2006 to 2041 .. 0... eee eens 19,050 15,452 
Subordinated notes: 
Fixed, ranging from 3.95% to 10.20%, due 2006 to 20387 1.0... . cece eee e nnn e eee ennnee 20,596 22,688 
Ploating:429% due 2019 4:4: cu2s a aceaia aus n cdusngcabd eaieaie se ncuaing dees waa RGR conane dies eee Mee aes 10 10 
Junior subordinated notes (related to trust preferred securities): 
Fixed, ranging from 5.25% to 11.45%, due 2026 to 20385 1.2... keke ccc cece cette ee een nnee 10,337 7,582 
Floating, ranging from 4.87% to 5.54%, due 2027 to 2033 ...... kee ccc een e ee nnnes 1,922 1,957 
Total notes issued by Bank of America Corporation ................ 0. 0c cece e eens 88,272 81,907 
Notes issued by Bank of America, N.A. and other subsidiaries” 
Senior notes: 
Fixed, ranging from 0.93% to 17.20%, due 2006 to 20383 2.0... eke eee eee t eee ee nnnes 1,096 927 
Floating, ranging from 1.00% to 5.49%, due 2006 to 2051 «2... kk ccc eee eee eens 4,985 5,569 
Subordinated notes: 
Fixed, ranging from 5.75% to 7.38%, due 2006 to 2009 1.0... eect tenet ee eens 1,871 2,186 
Pioating 4.54%. dud: 2019 30.0.2. wesacatiaeeaua dares vateee eauctewietias shades Raloeeda wade gate eae 8 8 
Total notes issued by Bank of America, N.A. and other subsidiaries ....................... 7,960 8,690 
Notes issued by NB Holdings Corporation” 
Junior subordinated notes (related to trust preferred securities): 
Fixed, ranging from 7.95% to 8.06%, due 2026 00... cence nent eee e eee nee 515 515 
Floating: 5:16%due 2027 vie cc 3 escacte iad Co necinde sasians hu MG cbs Sandals AOR ean nguion aneeade ee eres aes 258 258 
Total notes issued by NB Holdings Corporation ................. 0.006 c cece etc tee nes 773 7173 
Other debt 
Advances from the Federal Home Loan Bank of Atlanta 
Fixed, ranging from 4.16% to 5.87%, due 2006 to 2007 1.0... eee tenet eens 2,750 2,750 
Advances from the Federal Home Loan Bank of New York 
Fixed, ranging from 4.00% to 8.29%, due 2006 to 2016 2.0... kc ccc nee ene e eens 296 638 
Advances from the Federal Home Loan Bank of Seattle 
Fixed, ranging from 5.45% to 7.42%, due 2006 to 2031 wo... eee eee eee eee 578 2,081 
Advances from the Federal Home Loan Bank of Boston 
Fixed, ranging from 1.00% to 7.72%, due 2006 to 2025 2.1... ccc cence nent eee nee 178 230 
EGR czeccispsc sis 5 Seda dant ase hsth tain ised wR a aa aitocg hacks 8 caehdong Bayza blade Be BR ilareuibte TB ob 8 ahd coldest tose ah oe Reto lateeek Se Rprdo Beaetbodce Biers 41 47 
Total other debt «cos ci ee eae eee e ae ae bade e ees be we ee REDO Ge SDT DE UHE EDC B ea Hew ae Hele oes 3,843 5,746 
Total long-term debt 2: «iiss es ae gadenad ng ae es Hard weds PEATE OY Rew EMER SET Ae dO DER EOS $100,848 $97,116 


(1) Rates and maturity dates reflect outstanding debt at December 31, 2005. 


The majority of the floating rates are based on three- and six-month London InterBank Offered Rates (LIBOR). 
Bank of America Corporation and Bank of America, N.A. maintain various domestic and international debt programs to 
offer both senior and subordinated notes. The notes may be denominated in U.S. dollars or foreign currencies. At 
December 31, 2005 and 2004, the amount of foreign currency denominated debt translated into U.S. dollars included in 
total long-term debt was $23.1 billion and $16.2 billion. Foreign currency contracts are used to convert certain foreign 
currency denominated debt into U.S. dollars. 
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At December 31, 2005 and 2004, Bank of America Corporation was authorized to issue approximately $27.0 billion 
and $37.1 billion of additional corporate debt and other securities under its existing shelf registration statements. At 
December 31, 2005 and 2004, Bank of America, N.A. was authorized to issue approximately $9.5 billion and $27.2 billion 
of bank notes and Euro medium-term notes. 


The weighted average effective interest rates for total long-term debt, total fixed-rate debt and total floating-rate 
debt (based on the rates in effect at December 31, 2005) were 5.22 percent, 5.53 percent and 4.31 percent, respectively, at 
December 31, 2005 and (based on the rates in effect at December 31, 2004) were 4.97 percent, 5.64 percent and 2.69 
percent, respectively, at December 31, 2004. These obligations were denominated primarily in U.S. dollars. 


Aggregate annual maturities of long-term debt obligations (based on final maturity dates) at December 31, 2005 are 
as follows: 


(Dollars in millions) 2006 2007 2008 2009 2010 Thereafter Total 
Bank of America Corporation ...............00005 $ 6,834 $5,250 $ 18,998 $8,222 $ 11,442 $ 42,526 $ 88,272 
Bank of America, N.A. and other subsidiaries ...... 1,615 1,839 2,345 718 50 1,393 7,960 
NB Holdings Corporation ...............00000005 — _ _ _ _ 773 773 
Other ...... 0... cceeeecceceueveceeeuuveeetennes 2,739 562 71 20 237 214 3,843 
sD: | Renee a ee we $11,188 $7,651 $16,414 $8,960 $11,729 $44,906 $100,848 


Trust Preferred Securities 


Trust preferred securities (Trust Securities) are issued by the trust companies (the Trusts) that were deconsolidated 
by the Corporation as a result of the adoption of FIN 46R. These Trust Securities are mandatorily redeemable preferred 
security obligations of the Trusts. The sole assets of the Trusts are Junior Subordinated Deferrable Interest Notes of the 
Corporation (the Notes). The Trusts are 100 percent owned finance subsidiaries of the Corporation. Obligations 
associated with these securities are included in junior subordinated notes related to Trust Securities in the Long-term 
Debt table on page 122. See Note 15 of the Consolidated Financial Statements for a discussion regarding the treatment 
for regulatory capital purposes of the Trust Securities. 


At December 31, 2005, the Corporation had 32 Trusts which have issued Trust Securities to the public. Certain of 
the Trust Securities were issued at a discount and may be redeemed prior to maturity at the option of the Corporation. 
The Trusts have invested the proceeds of such Trust Securities in the Notes. Each issue of the Notes has an interest rate 
equal to the corresponding Trust Securities distribution rate. The Corporation has the right to defer payment of interest 
on the Notes at any time or from time to time for a period not exceeding five years provided that no extension period may 
extend beyond the stated maturity of the relevant Notes. During any such extension period, distributions on the Trust 
Securities will also be deferred, and the Corporation’s ability to pay dividends on its common and preferred stock will be 
restricted. 


The Trust Securities are subject to mandatory redemption upon repayment of the related Notes at their stated 
maturity dates or their earlier redemption at a redemption price equal to their liquidation amount plus accrued 
distributions to the date fixed for redemption and the premium, if any, paid by the Corporation upon concurrent 
repayment of the related Notes. 


Periodic cash payments and payments upon liquidation or redemption with respect to Trust Securities are 
guaranteed by the Corporation to the extent of funds held by the Trusts (the Preferred Securities Guarantee). The 
Preferred Securities Guarantee, when taken together with the Corporation’s other obligations, including its obligations 
under the Notes, will constitute a full and unconditional guarantee, on a subordinated basis, by the Corporation of 
payments due on the Trust Securities. 
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The following table is a summary of the outstanding Trust Securities and the Notes at December 31, 
2005 as originated by Bank of America Corporation and the predecessor banks. 


(Dollars in millions) 


Issuer 


Bank of America 
Capital Trust I 
Capital Trust IT 
Capital Trust III 
Capital Trust IV 
Capital Trust V 
Capital Trust VI 
Capital Trust VII 
Capital Trust VIII 


NationsBank 
Capital Trust II 
Capital Trust III 


Capital Trust IV 


BankAmerica 
Institutional Capital A 
Institutional Capital B 
Capital IT 

Capital II 


Barnett 
Capital I 
Capital IT 
Capital III 


Fleet 
Capital Trust IT 
Capital Trust V 


Capital Trust VII 
Capital Trust VIII 
Capital Trust IX 


BankBoston 
Capital Trust I 
Capital Trust II 
Capital Trust III 


Capital Trust IV 


Summit 
Capital Trust I 


Progress 
Capital Trust I 
Capital Trust II 
Capital Trust III 


Capital Trust IV 


Total 


Issuance Date 


Stated 


Maturity of the Interest Rate 


Notes 


Per Annum 
of the Notes 


Interest 
Payment 
Dates 


December 2001 
January 2002 
August 2002 
April 2003 
November 2004 
February 2005 
August 2005 
August 2005 


December 1996 
February 1997 


April 1997 


November 1996 
November 1996 
December 1996 
January 1997 


November 1996 
December 1996 
January 1997 


December 1996 
December 1998 


September 2001 


March 2002 
July 2003 


November 1996 
December 1996 
June 1997 


June 1998 


March 1997 


June 1997 
July 2000 
November 2002 


December 2002 


Aggregate 
Principal Aggregate 
Amount of Principal 
Trust Amount 
Securities of the Notes 
$ 575 $ 593 
900 928 
500 516 
375 387 
518 534 
1,000 1,031 
1,461 1,507 
530 546 
365 376 
494 509 
498 513 
450 464 
300 309 
450 464 
400 412 
300 309 
200 206 
250 258 
250 258 
250 258 
500 515 
534 551 
175 180 
250 258 
250 258 
250 258 
250 258 
150 155 
9 9 
6 6 
10 10 
5 5 
$12,455 $12,841 


December 2031 
February 2032 
August 2032 
May 2033 
November 2034 
March 2035 
August 2035 
August 2035 


December 2026 
January 2027 


April 2027 


December 2026 
December 2026 
December 2026 
January 2027 


December 2026 
December 2026 
February 2027 


December 2026 
December 2028 


December 2031 


March 2032 
August 2033 


December 2026 
December 2026 
June 2027 


June 2028 


March 2027 


June 2027 
July 2030 
November 2032 


January 2033 
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7.00% 3/15,6/15,9/15,12/15 


7.00 
7.00 
5.88 
6.00 
5.63 
5.25 
6.00 


7.83 

3-mo. LIBOR 
+55 bps 

8.25 


8.07 

7.70 

8.00 

3-mo. LIBOR 
+57 bps 


8.06 

7.95 

3-mo. LIBOR 
+62.5 bps 


7.92 

3-mo. LIBOR 
+100 bps 
7.20 

7.20 

6.00 


8.25 

7.75 

3-mo. LIBOR 
+75 bps 
3-mo. LIBOR 
+60 bps 


8.40 


10.50 

11.45 

3-mo. LIBOR 
+33.5 bps 
3-mo. LIBOR 
+33.5 bps 


2/1, 5/1,8/1,11/1 
2/15, 5/15,8/15,11/15 
2/1, 5/1,8/1,11/1 
2/3, 5/3,8/3,11/3 
3/8,9/8 
2/10,8/10 
2/25 ,5/25,8/25,11/25 


6/15,12/15 
1/15,4/15,7/15,10/15 


4/15,10/15 


6/30,12/31 

6/30,12/31 

6/15,12/15 
1/15,4/15, 7/15,10/15 


6/1,12/1 
6/1,12/1 
2/1,5/1,8/1,11/1 


6/15,12/15 
3/18, 6/18,9/18, 12/18 


3/15, 6/15,9/15, 12/15 


3/15, 6/15,9/15,12/15 
2/1, 5/1,8/1,11/1 


6/15,12/15 
6/15,12/15 
3/15, 6/15,9/15,12/15 


3/8, 6/8,9/8,12/8 


3/15,9/15 


6/1,12/1 
1/19,7/19 
2/15,5/15,8/15,11/15 


1/7, 4/7,7/7,10/7 


Redemption 
Period 


On or after 12/15/06 
On or after 2/01/07 
On or after 8/15/07 
On or after 5/01/08 
On or after 11/03/09 
Any time 
Any time 
On or after 8/25/10 


On or after 12/15/06 
On or after 1/15/07 


On or after 4/15/07 


On or after 12/31/06 
On or after 12/31/06 
On or after 12/15/06 
On or after 1/15/02 


On or after 12/01/06 
On or after 12/01/06 
On or after 2/01/07 


On or after 12/15/06 
On or after 12/18/03 


On or after 9/17/06 
On or after 3/08/07 
On or after 7/31/08 


On or after 12/15/06 
On or after 12/15/06 
On or after 6/15/07 


On or after 6/08/03 


On or after 3/15/07 


On or after 6/01/07 
On or after 7/19/10 
On or after 11/15/07 


On or after 1/07/08 
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Note 13—Commitments and Contingencies 


In the normal course of business, the Corporation enters into a number of off-balance sheet commitments. These 
commitments expose the Corporation to varying degrees of credit and market risk and are subject to the same credit and 
market risk limitation reviews as those instruments recorded on the Corporation’s Consolidated Balance Sheet. 


Credit Extension Commitments 


The Corporation enters into commitments to extend credit such as loan commitments, SBLCs and commercial 
letters of credit to meet the financing needs of its customers. The outstanding unfunded lending commitments shown in 
the following table have been reduced by amounts participated to other financial institutions of $30.4 billion and $23.4 
billion at December 31, 2005 and 2004. The carrying amount for these commitments, which represents the liability 
recorded related to these instruments, at December 31, 2005 and 2004 was $458 million and $520 million. At 
December 31, 2005, the carrying amount included deferred revenue of $63 million and a reserve for unfunded lending 
commitments of $395 million. At December 31, 2004, the carrying amount included deferred revenue of $118 million and 
a reserve for unfunded lending commitments of $402 million. 


December 31 

(Dollars in millions) 2005 2004 
Loan commitments™: «4.25. 00ceud deme sad ieee eweE dees eee Veh Ewha dea weead igen’ weet $277,757 $245,042 
Home equity lines of edit... c.ccccc cea ee cds d cede ceases esas eid sewasged ed bees 78,626 60,128 
Standby letters of credit and financial guarantees ............. 00... 43,095 42,850 
Commercial! letters‘Of Credtt.iiin. conics caveat ee eeids soba ee celta cada ae ees 5,154 5,653 
Legally binding commitment «....¢06i5¢0ce.e dp eewewed ada neees Mea grelee eae peeee's 404,632 353,673 
Credit card Mness jis cutie 3-4 anne cibe <a aerate dain ase dade easy reenact ee atest, 8a URS 192,968 165,694 
Ota grec ec ananiet oer aweed xnane a dees gemeheemenanmecneuedn be neneac ant $597,600 $519,367 


(1) At December 31, 2005 and 2004, there were equity commitments of $1.4 billion and $2.0 billion, related to obligations to further 
fund Principal Investing equity investments. 


Legally binding commitments to extend credit generally have specified rates and maturities. Certain of these 
commitments have adverse change clauses that help to protect the Corporation against deterioration in the borrowers’ 
ability to pay. 


The Corporation issues SBLCs and financial guarantees to support the obligations of its customers to beneficiaries. 
Additionally, in many cases, the Corporation holds collateral in various forms against these SBLCs. As part of its risk 
management activities, the Corporation continuously monitors the creditworthiness of the customer as well as SBLC 
exposure; however, if the customer fails to perform the specified obligation to the beneficiary, the beneficiary may draw 
upon the SBLC by presenting documents that are in compliance with the letter of credit terms. In that event, the 
Corporation either repays the money borrowed or advanced, makes payment on account of the indebtedness of the 
customer or makes payment on account of the default by the customer in the performance of an obligation to the 
beneficiary up to the full notional amount of the SBLC. The customer is obligated to reimburse the Corporation for any 
such payment. If the customer fails to pay, the Corporation would, as contractually permitted, liquidate collateral and/or 
set off accounts. 


Commercial letters of credit, issued primarily to facilitate customer trade finance activities, are usually 
collateralized by the underlying goods being shipped to the customer and are generally short-term. Credit card lines are 
unsecured commitments that are not legally binding. Management reviews credit card lines at least annually, and upon 
evaluation of the customers’ creditworthiness, the Corporation has the right to terminate or change certain terms of the 
credit card lines. 


The Corporation uses various techniques to manage risk associated with these types of instruments that include 
obtaining collateral and/or adjusting commitment amounts based on the borrower’s financial condition; therefore, the 
total commitment amount does not necessarily represent the actual risk of loss or future cash requirements. For each of 
these types of instruments, the Corporation’s maximum exposure to credit loss is represented by the contractual amount 
of these instruments. 


Other Commitments 


At December 31, 2005 and 2004, charge cards (nonrevolving card lines) to individuals and government entities 
guaranteed by the U.S. government in the amount of $9.4 billion and $10.9 billion were not included in credit card 
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line commitments in the previous table. The outstanding balances related to these charge cards were $171 million and 
$205 million at December 31, 2005 and 2004. 


At December 31, 2005, the Corporation had whole mortgage loan purchase commitments of $4.0 billion, all of which 
will settle in the first quarter of 2006. At December 31, 2004, the Corporation had whole mortgage loan purchase 
commitments of $3.3 billion, all of which settled in the first quarter of 2005. At December 31, 2005 and 2004, the 
Corporation had no forward whole mortgage loan sale commitments. 


The Corporation has entered into operating leases for certain of its premises and equipment. Commitments under 
these leases approximate $1.3 billion in 2006, $1.1 billion in 2007, $1.1 billion in 2008, $799 million in 2009, $650 million 
in 2010 and $3.5 billion for all years thereafter. 


In 2005, the Corporation entered into an agreement for the committed purchase of retail automotive loans over a 
five-year period, ending June 30, 2010. In 2005, the Corporation purchased $5.0 billion of such loans and at 
December 31, 2005, the remaining commitment amount was $47.0 billion. Under the agreement, the Corporation is 
committed to purchase up to $7.0 billion of such loans for the period January 1, 2006 through June 30, 2006 and up to 
$10.0 billion in each of the agreement’s next four fiscal years. 


Other Guarantees 


The Corporation sells products that offer book value protection primarily to plan sponsors of Employee Retirement 
Income Security Act of 1974 (ERISA) governed pension plans, such as 401(k) plans and 457 plans. The book value 
protection is provided on portfolios of intermediate/short-term investment grade fixed income securities and is intended 
to cover any shortfall in the event that plan participants withdraw funds when market value is below book value. The 
Corporation retains the option to exit the contract at any time. If the Corporation exercises its option, the purchaser can 
require the Corporation to purchase zero coupon bonds with the proceeds of the liquidated assets to assure the return of 
principal. To manage its exposure, the Corporation imposes significant restrictions and constraints on the timing of the 
withdrawals, the manner in which the portfolio is liquidated and the funds are accessed, and the investment parameters 
of the underlying portfolio. These constraints, combined with structural protections, are designed to provide adequate 
buffers and guard against payments even under extreme stress scenarios. These guarantees are booked as derivatives 
and marked to market in the trading portfolio. At December 31, 2005 and 2004, the notional amount of these guarantees 
totaled $34.0 billion and $26.3 billion with estimated maturity dates between 2006 and 2035. As of December 31, 2005 
and 2004, the Corporation has not made a payment under these products, and management believes that the probability 
of payments under these guarantees is remote. 


The Corporation also sells products that guarantee the return of principal to investors at a preset future date. These 
guarantees cover a broad range of underlying asset classes and are designed to cover the shortfall between the market 
value of the underlying portfolio and the principal amount on the preset future date. To manage its exposure, the 
Corporation requires that these guarantees be backed by structural and investment constraints and certain pre-defined 
triggers that would require the underlying assets or portfolio to be liquidated and invested in zero-coupon bonds that 
mature at the preset future date. The Corporation is required to fund any shortfall at the preset future date between the 
proceeds of the liquidated assets and the purchase price of the zero-coupon bonds. These guarantees are booked as 
derivatives and marked to market in the trading portfolio. At December 31, 2005 and 2004, the notional amount of these 
guarantees totaled $6.5 billion and $8.1 billion. These guarantees have various maturities ranging from 2006 to 2016. At 
December 31, 2005 and 2004, the Corporation had not made a payment under these products, and management believes 
that the probability of payments under these guarantees is remote. 


The Corporation also has written put options on highly rated fixed income securities. Its obligation under these 
agreements is to buy back the assets at predetermined contractual yields in the event of a severe market disruption in 
the short-term funding market. These agreements have various maturities ranging from two to seven years, and the 
pre-determined yields are based on the quality of the assets and the structural elements pertaining to the market 
disruption. The notional amount of these put options was $803 million and $653 million at December 31, 2005 and 2004. 
Due to the high quality of the assets and various structural protections, management believes that the probability of 
incurring a loss under these agreements is remote. 


In the ordinary course of business, the Corporation enters into various agreements that contain indemnifications, 
such as tax indemnifications, whereupon payment may become due if certain external events occur, such as a change in 
tax law. These agreements typically contain an early termination clause that permits the Corporation to exit the 
agreement upon these events. The maximum potential future payment under indemnification agreements is difficult to 
assess for several reasons, including the inability to predict future changes in tax and other laws, the difficulty in 
determining how such laws would apply to parties in contracts, the absence of exposure limits contained in standard 
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contract language and the timing of the early termination clause. Historically, any payments made under these 
guarantees have been de minimis. Management has assessed the probability of making such payments in the future as 
remote. 


The Corporation has entered into additional guarantee agreements, including lease end obligation agreements, 
partial credit guarantees on certain leases, real estate joint venture guarantees, sold risk participation swaps and sold 
put options that require gross settlement. The maximum potential future payment under these agreements was 
approximately $1.8 billion and $2.1 billion at December 31, 2005 and 2004. The estimated maturity dates of these 
obligations are between 2006 and 2033. The Corporation has made no material payments under these guarantees. 


The Corporation provides credit and debit card processing services to various merchants, processing credit and debit 
card transactions on their behalf. In connection with these services, a liability may arise in the event of a billing dispute 
between the merchant and a cardholder that is ultimately resolved in the cardholder’s favor and the merchant defaults 
upon its obligation to reimburse the cardholder. A cardholder, through its issuing bank, generally has until the later of 
up to four months after the date a transaction is processed or the delivery of the product or service to present a 
chargeback to the Corporation as the merchant processor. If the Corporation is unable to collect this amount from the 
merchant, it bears the loss for the amount paid to the cardholder. In 2005 and 2004, the Corporation processed $352.9 
billion and $148.1 billion of transactions and recorded losses as a result of these chargebacks of $13 million and $6 
million. 


At December 31, 2005 and 2004, the Corporation held as collateral approximately $248 million and $203 million of 
merchant escrow deposits which the Corporation has the right to set off against amounts due from the individual 
merchants. The Corporation also has the right to offset any payments with cash flows otherwise due to the merchant. 
Accordingly, the Corporation believes that the maximum potential exposure is not representative of the actual potential 
loss exposure. The Corporation believes the maximum potential exposure for chargebacks would not exceed the total 
amount of merchant transactions processed through Visa and MasterCard for the last four months, which represents the 
claim period for the cardholder, plus any outstanding delayed-delivery transactions. As of December 31, 2005 and 2004, 
the maximum potential exposure totaled approximately $118.2 billion and $93.4 billion. 


Within the Corporation’s brokerage business, the Corporation has contracted with a third party to provide clearing 
services that include underwriting margin loans to the Corporation’s clients. This contract stipulates that the 
Corporation will indemnify the third party for any margin loan losses that occur in their issuing margin to the 
Corporation’s clients. The maximum potential future payment under this indemnification was $1.1 billion and $1.2 
billion at December 31, 2005 and 2004. Historically, any payments made under this indemnification have been 
immaterial. As these margin loans are highly collateralized by the securities held by the brokerage clients, the 
Corporation has assessed the probability of making such payments in the future as remote. This indemnification would 
end with the termination of the clearing contract. 


For additional information on recourse obligations related to residential mortgage loans sold and other guarantees 
related to securitizations, see Note 9 of the Consolidated Financial Statements. 


Litigation and Regulatory Matters 


In the ordinary course of business, the Corporation and its subsidiaries are routinely defendants in or parties to many 
pending and threatened legal actions and proceedings, including actions brought on behalf of various classes of 
claimants. Certain of these actions and proceedings are based on alleged violations of consumer protection, securities, 
environmental, banking, employment and other laws. In certain of these actions and proceedings, claims for substantial 
monetary damages are asserted against the Corporation and its subsidiaries. 


In the ordinary course of business, the Corporation and its subsidiaries are also subject to regulatory examinations, 
information gathering requests, inquiries and investigations. Certain subsidiaries of the Corporation are registered 
broker/dealers or investment advisors and are subject to regulation by the SEC, the National Association of Securities 
Dealers, the New York Stock Exchange and state securities regulators. In connection with formal and informal inquiries 
by those agencies, such subsidiaries receive numerous requests, subpoenas and orders for documents, testimony and 
information in connection with various aspects of their regulated activities. 


In view of the inherent difficulty of predicting the outcome of such litigation and regulatory matters, particularly 
where the claimants seek very large or indeterminate damages or where the cases present novel legal theories or involve 
a large number of parties, the Corporation cannot state with confidence what the eventual outcome of the pending 
matters will be, what the timing of the ultimate resolution of these matters will be, or what the eventual loss, fines or 
penalties related to each pending matter may be. 
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In accordance with SFAS No. 5, “Accounting for Contingencies”, the Corporation establishes reserves for litigation 
and regulatory matters when those matters present loss contingencies that are both probable and estimable. When loss 
contingencies are not both probable and estimable, the Corporation does not establish reserves. In some of the matters 
described below, including but not limited to the Parmalat Finanziaria, S.p.A. matter, loss contingencies are not both 
probable and estimable in the view of management, and, accordingly, reserves have not been established for those 
matters. Based on current knowledge, management does not believe that loss contingencies, if any, arising from pending 
litigation and regulatory matters, including the litigation and regulatory matters described below, will have a material 
adverse effect on the consolidated financial position or liquidity of the Corporation, but may be material to the 
Corporation’s operating results for any particular reporting period. 


Adelphia Communications Corporation (Adelphia) 


Bank of America, N.A. (BANA) and Banc of America Securities LLC (BAS) are defendants, among other defendants, 
in a putative class action and individual civil actions relating to Adelphia. The first of these actions was filed in June 
2002; these actions have been consolidated for pre-trial purposes in the U.S. District Court for the Southern District of 
New York. BAS was a member of seven underwriting syndicates of securities issued by Adelphia, and BANA was an agent 
and/or lender in connection with five credit facilities in which Adelphia subsidiaries were borrowers. Fleet National Bank 
(FNB) and Fleet Securities, Inc. (FSI) are also named as defendants in certain of the actions. FSI was a member of three 
underwriting syndicates of securities issued by Adelphia, and FNB was a lender in connection with four credit facilities in 
which Adelphia subsidiaries were borrowers. The complaints allege claims under the Securities Act of 1933, the Securities 
Exchange Act of 1934, and various state law theories. The complaints seek damages of unspecified amounts. 


The court has granted the motions of BANA, BAS and other bank defendants to dismiss certain class plaintiffs’ 
claims on statute of limitations grounds. The court permitted plaintiffs who purchased bonds in a 2001 $750 million 
bond offering, of which BAS underwrote fifty percent, to assert claims against BAS relating to that offering and certain 
other offerings made under the same registration statement. The court has also granted in part and denied in part 
defendants’ motions to dismiss certain of the individual actions. Other motions to dismiss the class action and certain of 
the individual actions remain pending. 


BANA, BAS, FNB, and FSI are also defendants in an adversary proceeding brought by the Official Committee of 
Unsecured Creditors on behalf of Adelphia and Adelphia as co-plaintiffs that had been pending in the U.S. Bankruptcy 
Court for the Southern District of New York. The lawsuit names over 400 defendants and asserts over 50 claims under 
federal statutes, including the Bank Holding Company Act, state common law, and various provisions of the Bankruptcy 
Code. The plaintiffs seek avoidance and recovery of payments, equitable subordination, disallowance and 
re-characterization of claims, and recovery of damages in an unspecified amount. The Official Committee of Equity 
Security Holders of Adelphia has intervened in this proceeding and filed its own complaint, which is similar to the 
unsecured creditors’ committee complaint and also asserts claims under RICO and additional state law theories. BANA, 
BAS and FSI have filed motions to dismiss both complaints. On February 9, 2006, the U.S. District Court for the 
Southern District of New York overseeing the Adelphia securities litigation granted the motions of the adversary 
defendants to withdraw the adversary proceeding from the bankruptcy court, except with respect to the pending motions 
to dismiss. 


Data Treasury 


The Corporation and BANA have been named as defendants in an action filed by Data Treasury Corporation in the 
U.S. District Court for the Eastern District of Texas. Plaintiff alleges that defendants have “provided, sold, installed, 
utilized, and assisted others to use and utilize image-based banking and archival solutions” in a manner that infringes 
United States Patent Nos. 5,910,988 and 6,032,137. Plaintiff seeks unspecified damages and injunctive relief against the 
alleged infringement. The court has scheduled a trial of this action for October 2, 2007. 


The Corporation and BANA have been named as defendants, along with 54 other defendants, in an action filed by 
Data Treasury Corporation in the U.S. District Court for the Eastern District of Texas. Plaintiff alleges that the 
Corporation and BANA, among other defendants, are “making, using, selling, offering for sale, and/or importing into the 
United States, directly, contributory, and/or by inducement, without authority, products and services that fall within the 
scope of the claims of’ United States Patent Nos. 5,265,007; 5,583,759; 5,717,868; and 5,930,778. Plaintiff seeks 
unspecified damages and injunctive relief against the alleged infringement. 


In re Initial Public Offering Securities 


Beginning in 2001, Robertson Stephens, Inc. (an investment banking subsidiary of FleetBoston that ceased 
operations during 2002), BAS, other underwriters, and various issuers and others, were named as defendants in 
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purported class action lawsuits alleging violations of federal securities laws in connection with the underwriting of 
initial public offerings (IPOs) and seeking unspecified damages. Robertson Stephens, Inc. and BAS were named in 
certain of the 309 purported class actions that have been consolidated in the U.S. District Court for the Southern District 
of New York as In re Initial Public Offering Securities Litigation. The plaintiffs contend that the defendants failed to 
make certain required disclosures and manipulated prices of IPO securities through, among other things, alleged 
agreements with institutional investors receiving allocations to purchase additional shares in the aftermarket, and false 
and misleading analyst reports. On October 13, 2004, the court granted in part and denied in part plaintiffs’ motions to 
certify as class actions six of the 309 cases. On June 30, 2005, the U.S. Court of Appeals for the Second Circuit granted 
the underwriter defendants’ petition for permission to appeal the court’s class certification order. The appeal is pending. 


The plaintiffs have reached a settlement with 298 of the issuer defendants, in which the issuer defendants 
guaranteed that the plaintiffs will receive at least $1.0 billion in the settled actions and assigned to the plaintiffs the 
issuers’ interest in all claims against the underwriters for “excess compensation.” On February 15, 2005, the U.S. 
District Court for the Southern District of New York conditionally approved the issuer defendants’ settlement. A fairness 
hearing is scheduled for April 24, 2006. 


Robertson Stephens, Inc. and other underwriters also have been named as defendants in putative class action 
lawsuits filed in the U.S. District Court for the Southern District of New York under the federal antitrust laws alleging 
that the underwriters conspired to manipulate the aftermarkets for IPO securities and to extract anticompetitive fees in 
connection with IPOs. The complaint seeks declaratory relief and unspecified treble damages. On September 28, 2005, 
the Court of Appeals for the Second Circuit reversed the district court’s dismissal of the antitrust class actions, 
remanding the cases to the district court for further proceedings. The defendants have filed a petition for certiorari with 
the United States Supreme Court, which is pending. 


Interchange Anti-trust Litigation 


The Corporation and certain of its subsidiaries are defendants in putative class actions that have been transferred 
for coordinated pre-trial proceedings to the U.S. District Court for the Eastern District of New York, under the caption In 
Re Payment Card Interchange Fee and Merchant Discount Anti-Trust Litigation. Defendants include other financial 
institutions and, among others, Visa and MasterCard. Plaintiffs seek certification of a class of retail merchants and 
allege, among other claims, that defendants conspired to fix the level of interchange and merchant discount fees and that 
certain practices that prohibit merchants from charging cardholders for fees the merchant pays to the credit card 
companies violate the federal antitrust laws. Plaintiffs seek unspecified treble damages and injunctive relief. 


Miller 


On August 13, 1998, a predecessor of BANA was named as a defendant in a class action filed in Superior Court of 
California, County of San Francisco, entitled Paul J. Miller v. Bank of America, N.A., challenging its practice of debiting 
accounts that received, by direct deposit, governmental benefits to repay fees incurred in those accounts. The action 
alleges fraud, negligent misrepresentation and violations of certain California laws. On October 16, 2001, a class was 
certified consisting of more than one million California residents who have, had or will have, at any time after 
August 13, 1994, a deposit account with BANA into which payments of public benefits are or have been directly 
deposited by the government. The case proceeded to trial on January 20, 2004. 


On March 4, 2005, the trial court entered a judgment that awards the plaintiff class restitution in the amount of 
$284 million, plus attorneys’ fees, and provides that class members whose accounts were assessed an insufficient funds 
fee in violation of law suffered substantial emotional or economic harm and, therefore, are entitled to an additional 
$1,000 penalty. The judgment also includes injunctive relief. 


On May 13, 2005, BANA filed with the California Court of Appeal, First Appellate District, a notice of appeal and, 
on May 16, 2005, a writ of supersedeas, seeking a stay of the trial court’s judgment pending appeal. On November 22, 
2005, the Court of Appeal granted BANA’s writ, staying the judgment, including the injunction, pending appeal. The 
appeal remains pending. 


Mutual Fund Operations Matters 


In early 2005, the Corporation entered into settlement agreements with the New York Attorney General and the 
SEC relating to late trading and market timing of mutual funds. The Corporation is continuing to respond to inquiries 
from federal and state regulatory and law enforcement agencies concerning mutual fund related matters. 


In addition, lawsuits seeking unspecified damages concerning mutual fund trading were brought against the 
Corporation and its pre-merger FleetBoston subsidiaries, including putative class actions purportedly brought on behalf 
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of shareholders in Nations Funds mutual funds, derivative actions brought on behalf of one or more Nations Funds 
mutual funds by Nations Funds shareholders, putative ERISA class actions brought on behalf of participants in Bank of 
America Corporation’s 401(k) plan, derivative actions brought against the Corporation’s directors on behalf of the 
Corporation by shareholders in the Corporation, class actions and derivative actions brought by shareholders in third- 
party mutual funds alleging that the Corporation or its subsidiaries facilitated improper trading in those funds, and a 
private attorney general action brought under California law. The lawsuits filed to date with respect to pre-merger 
FleetBoston subsidiaries include putative class actions purportedly brought on behalf of shareholders in Columbia 
mutual funds, derivative actions brought on behalf of one or more Columbia mutual funds or trusts by Columbia mutual 
fund shareholders, and an individual shareholder action. 


All lawsuits pending in federal courts with respect to alleged late trading or market timing in mutual funds have 
been transferred to the U.S. District Court for the District of Maryland for coordinated pre-trial proceedings under the 
caption In re Mutual Funds Investment Litigation, other than a putative class action complaint filed on February 22, 
2006 in the U.S. District Court for the Southern District of New York alleging, among other things, market timing in the 
Nations Funds. Motions to remand to state court remain pending in two of those lawsuits. One lawsuit that originated in 
state court was removed to the U.S. District Court for the Southern District of Illinois. Pursuant to an order of the U.S. 
Court of Appeals for the Seventh Circuit, the U.S. District Court for the Southern District of Illinois dismissed that 
action. On January 6, 2006, the U.S. Supreme Court granted plaintiffs petition for review on the issue of whether the 
Court of Appeals for the Seventh Circuit had appellate jurisdiction to review the remand order. 


On August 25, 2005, the U.S. District Court for the District of Maryland dismissed the state law claims and 
derivative claims filed by Janus shareholders against the Corporation and certain of its subsidiaries. The claims under 
Section 10(b) of the Securities Exchange Act of 1934 were not dismissed. On November 3, 2005, the court dismissed the 
state law claims and derivative claims filed against the Corporation and certain of its subsidiaries by shareholders in 
various third-party mutual funds. The claims under Section 10(b) of the Securities Exchange Act of 1934 were not 
dismissed. Also on November 3, 2005, the court dismissed the claims under the Securities Act of 1933, the claims under 
Sections 34(b) and 36(a) of the Investment Company Act of 1940 (ICA) and the state law claims against the Corporation 
and certain of its pre-merger FleetBoston subsidiaries. The claims under Sections 10(b) and 20(a) of the Securities 
Exchange Act of 1934 and Section 36(b) of the ICA were not dismissed. 


On December 15, 2005, the Corporation and its named subsidiaries entered into a settlement of the direct and 
derivative claims brought on behalf of the Nations Funds shareholders and the ERISA claims brought on behalf of Bank 
of America Corporation’s 401(k) plan participants. Among other conditions, the settlement is contingent upon a 
minimum threshold amount being received by the Nations Funds shareholders and/or the Nations Funds mutual funds 
from the previously established regulatory settlement fund consisting of $250 million in disgorgement and $125 million 
in civil penalties paid by the Corporation in 2005. The settlement is subject to court approval. If the settlement is 
approved, the Corporation and its named subsidiaries would pay settlement administration costs and fees to plaintiffs’ 
counsel as approved by the court. 


Parmalat Finanziaria S.p.A. 


On December 24, 2003, Parmalat Finanziaria S.p.A. was admitted into insolvency proceedings in Italy, known as 
“extraordinary administration.” The Corporation, through certain of its subsidiaries, including BANA, provided financial 
services and extended credit to Parmalat and its related entities. On June 21, 2004, Extraordinary Commissioner 
Dr. Enrico Bondi filed with the Italian Ministry of Production Activities a plan of reorganization for the restructuring of 
the companies of the Parmalat group that are included in the Italian extraordinary administration proceeding. 


In July 2004, the Italian Ministry of Production Activities approved the Extraordinary Commissioner’s restructuring 
plan, as amended, for the Parmalat group companies that are included in the Italian extraordinary administration 
proceeding. This plan was approved by the voting creditors of Parmalat and subsequently, on October 1, 2005, the Court 
of Parma, Italy issued its decision approving those claimants who would be recognized as creditors in the proceeding. 


Litigation and investigations relating to Parmalat are pending in both Italy and the United States, and the 
Corporation is responding to inquiries concerning Parmalat from regulatory and law enforcement authorities in Italy 
and the United States. 


Proceedings in Italy 


On May 26, 2004, the Public Prosecutor’s Office for the Court of Milan, Italy filed criminal charges against Luca 
Sala, Luis Moncada, and Antonio Luzi, three former employees, alleging the crime of market manipulation in connection 
with a press release issued by Parmalat. The Public Prosecutor’s Office also filed a related charge against the 
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Corporation asserting administrative liability based on an alleged failure to maintain an organizational model sufficient 
to prevent the alleged criminal activities of its former employees. Preliminary hearings began on this charge on 
February 22, 2006. 


The main trial of the market manipulation charges against Messrs. Luzi, Moncada, and Sala began in the Court of 
Milan, Italy on September 28, 2005. Hearing dates in this trial are currently set through June 2006. The Corporation is 
participating in this trial as a party that has been damaged by the alleged actions of defendants other than its former 
employees, including former Parmalat officials. Additionally, pursuant to a December 19, 2005 court ruling, other third 
parties are participating in the trial who claim damages against BANA as a result of the alleged criminal violations of 
the Corporation’s former employees and other defendants. 


Separately, The Public Prosecutor’s Office for the Court of Parma, Italy is conducting an investigation into the 
collapse of Parmalat. The Corporation has cooperated, and continues to cooperate, with The Public Prosecutor’s Office 
with respect to this investigation. The Public Prosecutor’s Office has given notice of its intention to file charges, 
including a charge of the crime of fraudulent bankruptcy under Italian criminal law, in connection with this 
investigation against the same three former employees of the Corporation who are named in the Milan criminal 
proceedings, Messrs. Luzi, Moncada and Sala. 


Proceedings in the United States 


On March 5, 2004, a First Amended Complaint was filed in a putative securities class action pending in the U.S. 
District Court for the Southern District of New York entitled Southern Alaska Carpenters Pension Fund et al. v. Bonlat 
Financing Corporation et al., which names the Corporation as a defendant. The action is brought on behalf of a putative 
class of purchasers of Parmalat securities. The First Amended Complaint alleges causes of action against the 
Corporation for violations of the federal securities laws based upon the Corporation’s alleged role in the alleged Parmalat 
accounting fraud. This action was consolidated with several other putative class actions filed against multiple 
defendants, and on October 18, 2004, an Amended Consolidated Complaint was filed. Unspecified damages are being 
sought. On July 13, 2005, the court granted in its entirety the motion to dismiss filed by the Corporation, BANA and 
Banc of America Securities Limited in the consolidated putative class actions. The court granted the plaintiffs a right to 
file a second amended complaint. After the filing of the second amended complaint and the Corporation’s motion to 
dismiss such complaint, on February 9, 2006, the court granted the Corporation’s motion to dismiss in part, allowing the 
plaintiff to proceed on claims with respect to two transactions entered into between the Corporation and Parmalat. On 
February 27, 2006, the Corporation filed its answer to the second amended complaint. 


On October 7, 2004, Enrico Bondi filed an action in the U.S. District Court for the Western District of North 
Carolina on behalf of Parmalat and its shareholders and creditors against the Corporation and various related entities, 
entitled Dr. Enrico Bondi, Extraordinary Commissioner of Parmalat Finanziaria, S.p.A., et al. v. Bank of America 
Corporation, et al. (the Bondi Action). The complaint alleges federal and state RICO claims and various state law claims, 
including fraud. The complaint seeks damages in excess of $10.0 billion. The Bondi Action was transferred to the U.S. 
District Court for the Southern District of New York for coordinated pre-trial purposes with the putative class actions 
and other related cases against non-Bank of America defendants under the caption In re Parmalat Securities Litigation. 


On August 5, 2005, the U.S. District Court for the Southern District of New York granted the Corporation’s motion 
to dismiss the Bondi Action in part, dismissing ten of the twelve counts. After the plaintiffs filing of a First Amended 
Complaint on September 9, 2005, and the Corporation’s motion to dismiss such complaint on January 31, 2006, the court 
granted the Corporation’s motion to dismiss in part, allowing the plaintiff to proceed on the previously dismissed claims 
with respect to three transactions entered into between the Corporation and Parmalat. On February 10, 2006, the 
Corporation filed its answer to the First Amended Complaint and also its request to file counterclaims in the Bondi 
Action. 


On November 23, 2005, the Official Liquidators of Food Holdings Limited and Dairy Holdings Limited, two entities 
in liquidation proceedings in the Cayman Islands, filed a complaint in the U.S. District Court for the Southern District of 
New York against the Corporation and several related entities, entitled Food Holdings Ltd, et al. v. Bank of America 
Corp., et al. (the Food Holdings Action). The complaint in the Food Holdings Action alleges that the Corporation and 
other defendants conspired with Parmalat in carrying out transactions involving the plaintiffs in connection with the 
funding of Parmalat’s Brazilian entities, and it asserts claims for fraud, negligent misrepresentation, breach of fiduciary 
duty and other related claims. The complaint seeks damages in excess of $400 million. The Food Holdings Action was 
consolidated for pretrial purposes with the other pending actions in the In Re Parmalat Securities Litigation matter. 


On November 23, 2005, the Provisional Liquidators of Parmalat Capital Finance Limited (PCFL) (who are also the 
Official Liquidators of Food Holdings Ltd. and Dairy Holdings Ltd.) filed a complaint against the Corporation and 


131 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


several related entities in North Carolina state court for Mecklenburg County, entitled Parmalat Capital Finance 
Limited v. Bank of America Corp., et al. (the PCFL Action). PCFL is a Cayman Islands corporation that is in liquidation 
proceedings in Grand Cayman. The PCFL Action alleges that the Corporation and other defendants conspired with 
Parmalat insiders to loot and divert monies from PCFL, and it asserts claims for breach of fiduciary duty, aiding and 
abetting breach of fiduciary duty and other related claims. PCFL asserts that it lost hundreds of millions of dollars as a 
direct result of the Corporation’s activities. The Corporation has filed a notice of removal to the U.S. District Court for 
the Western District of North Carolina. The PCFL Action has been transferred to the U.S. District Court for the 
Southern District of New York for coordinated pre-trial purposes with the other Parmalat-related proceedings. 


On December 15, 2005, certain purchasers of Parmalat-related private placement offerings filed first amended 
petitions against the Corporation and various related entities in state courts in Iowa, entitled Principal Global Investors, 
LLC, et al. v. Bank of America Corporation, et al. (Principal Global Investors) and Monumental Life Insurance Company, 
et al. v. Bank of America Corporation, et al. (Monumental Life Insurance Company). The actions allege violations of Iowa 
state securities law and various state law claims, and seek rescission and unspecified damages based upon the 
Corporation’s and related entities’ alleged roles in certain private placement offerings issued by Parmalat-related 
companies. On January 4 and 5, 2006, respectively, the Principal Global Investors case was removed to the U.S. District 
Court for the Southern District of Iowa, and the Monumental Life Insurance Company case was removed to the U.S. 
District Court for the Northern District of lowa. On February 13, 2006, the Corporation filed its answers to each of these 
complaints. On February 15, 2006, these cases were consolidated for pretrial purposes with the In Re Parmalat 
Securities Litigation matter. 


On January 18, 2006, Gerald K. Smith, in his capacity as Trustee of Farmland Dairies LLC Litigation Trust, filed a 
complaint against the Corporation, BANA, BAS, BASL, Bank of America National Trust & Savings Association and 
BankAmerica International Limited, as well as other financial institutions and accounting firms, in the U.S. District 
Court for the Southern District of New York, entitled Gerald K. Smith, Litigation Trustee v. Bank of America 
Corporation, et al. (the “Farmland Action”). Prior to bankruptcy restructuring, Farmland Dairies LLC was a wholly- 
owned subsidiary of Parmalat USA Corporation, which was a wholly-owned subsidiary of Parmalat SpA. The Farmland 
Action asserts claims of aiding and abetting, breach of fiduciary duty, civil conspiracy and related claims against the 
Bank of America defendants and other defendants. The plaintiff seeks unspecified damages. On February 23, 2006, the 
plaintiff filed its first amended complaint. 


Pension Plan Matters 


The Corporation is a defendant in a putative class action entitled William L. Pender, et al. v. Bank of America 
Corporation, et al. (formerly captioned Anita Pothier, et al. v. Bank of America Corporation, et al.), which was initially 
filed June 2004 in the U.S. District Court for the Southern District of Illinois and subsequently transferred to the U.S. 
District Court for the Western District of North Carolina. The action is brought on behalf of participants in or 
beneficiaries of The Bank of America Pension Plan (formerly known as the NationsBank Cash Balance Plan) and The 
Bank of America 401(k) Plan (formerly known as the NationsBank 401(k) Plan). The Third Amended Complaint names 
as defendants the Corporation, BANA, The Bank of America Pension Plan, The Bank of America 401(k) Plan, the Bank 
of America Corporation Corporate Benefits Committee and various members thereof, and PricewaterhouseCoopers LLP. 
The two named plaintiffs are alleged to be a current and a former participant in The Bank of America Pension Plan and 
401(k) Plan. 


The Third Amended Complaint alleges the defendants violated various provisions of ERISA, including that the 
design of The Bank of America Pension Plan violated ERISA’s defined benefit pension plan standards and that such 
plan’s definition of normal retirement age is invalid. In addition, the complaint alleges age discrimination in the design 
and operation of The Bank of America Pension Plan, unlawful lump sum benefit calculation, violation of ERISA’s “anti- 
backloading” rule, improper benefit to the Corporation and its predecessor, and various prohibited transactions and 
fiduciary breaches. The complaint further alleges that certain voluntary transfers of assets by participants in The Bank 
of America 401(k) Plan to The Bank of America Pension Plan violated ERISA. 


The complaint alleges that current and former participants in these plans are entitled to greater benefits and seeks 
declaratory relief, monetary relief in an unspecified amount, equitable relief, including an order reforming The Bank of 
America Pension Plan, attorneys’ fees and interest. 


The court has scheduled the case for trial in September 2006. On September 25, 2005, defendants moved to dismiss 
the Third Amended Complaint. The motion is pending. 


On December 1, 2005, the named plaintiffs moved to certify classes consisting of, among others, (1) all persons who 
accrued or who are currently accruing benefits under The Bank of America Pension Plan and (2) all persons who elected 
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to have amounts representing their account balances under The Bank of America 401(k) Plan transferred to The Bank of 
America Pension Plan. The motion for class certification is pending. 


The IRS is conducting an audit of the 1998 and 1999 tax returns of The Bank of America Pension Plan and The 
Bank of America 401(k) Plan. This audit includes a review of voluntary transfers by participants of 401(k) Plan assets to 
The Bank of America Pension Plan and whether such transfers were in accordance with applicable law. In December 
2005, the Corporation received a Technical Advice Memorandum from the National Office of the IRS that concludes that 
the amendments made to The Bank of America 401(k) Plan in 1998 to permit the voluntary transfers to The Bank of 
America Pension Plan violated the anti-cutback rule of Section 411(d)(6) of the Internal Revenue Code. The Corporation 
continues to participate in administrative proceedings with the IRS regarding issues raised in the audit. 


On September 29, 2004, a separate putative class action, entitled Donna C. Richards v. FleetBoston Financial Corp. 
and the FleetBoston Financial Pension Plan (Fleet Pension Plan), was filed in the U.S. District Court for the District of 
Connecticut on behalf of all former and current Fleet employees who on December 31, 1996, were not at least age 50 
with 15 years of vesting service and who participated in the Fleet Pension Plan before January 1, 1997, and who have 
participated in the Fleet Pension Plan at any time since January 1, 1997. 


The complaint alleges that FleetBoston or its predecessor violated ERISA by amending the Fleet Financial Group, 
Inc. Pension Plan (a predecessor to the Fleet Pension Plan) to add a cash balance benefit formula without notifying 
participants that the amendment significantly reduced their plan benefits, by conditioning the amount of benefits 
payable under the Fleet Pension Plan upon the form of benefit elected, by reducing the rate of benefit accruals on 
account of age, and by failing to inform participants of the correct amount of their pensions and related claims. The 
complaint also alleges that the Fleet Pension Plan violates the “anti-backloading” rule of ERISA. 


The complaint seeks equitable and remedial relief, including a declaration that the cash balance amendment to the 
Fleet Pension Plan was ineffective, additional unspecified benefit payments, attorneys’ fees and interest. 


On December 28, 2004, plaintiff filed a motion for class certification. On January 25, 2005, the defendants moved to 
dismiss the action. These motions are pending. 


Refco 


Beginning in October 2005, BAS was named as a defendant in several federal class action and derivative lawsuits 
filed in the U.S. District Court for the Southern District of New York relating to Refco Inc. The lawsuits variously name 
as other defendants Refco’s outside auditors, certain officers and directors of Refco, other financial services companies 
(including in two cases the Corporation), and other individuals and companies. The actions allege violations of federal 
securities laws and state laws in connection with the sale of Refco securities, including the Refco senior subordinated 
notes offering in August 2004 and the Refco initial public offering in August 2005. Customers of Refco have also named 
BAS, the Corporation and other underwriters as defendants in a federal class action under the federal securities laws. 
The complaints seek unspecified damages. BAS is also responding to various regulatory inquiries relating to Refco. 


Trading and Research Activities 


The SEC has been conducting a formal investigation with respect to certain trading and research-related activities 
of BAS. These matters primarily arose during the period 1999-2001 in BAS’ San Francisco operations. In September 
2005, the SEC staff advised BAS that it intends to recommend to the SEC an enforcement action against BAS in 
connection with these matters. This matter remains pending. 
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Note 14—Shareholders’ Equity and Earnings Per Common Share 


The following table presents share repurchase activity for the three months and years ended December 31, 2005, 


2004 and 2003, including total common shares repurchased under announced programs, weighted average per share 
price and the remaining buyback authority under announced programs. 


Weighted 
Number of Common Average Remaining Buyback Authorit: 
Shares Repurchased Per d pons y P. ne 
(Dollars in millions, except per share under Announced Share _under Announced Programs® _ 
information; shares in thousands) Programs” Price Dollars Shares 
Three months ended March 31, 2005 ..................... 0 0c e eee eee 43,214 $46.05 $14,688 237,411 
Three months ended June 30, 2005 .............. 000 ccc cece eee 40,300 45.38 12,859 197,111 
Three months ended September 30, 2005 .................00020000 10,673 43.32 11,403 186,438 
Detober 1231, DOOD: xcs dda nes Aas ees Ach ieu had od RE ah eed a ier he 0 0.00 11,403 186,438 
November 1-30, 2008 .2.60 ces acw sang cu gneberwad cee ewi Rie naw ed senesced 11,550 45.38 10,879 174,888 
Deesmber 1-31, 2005. festive sia varies ekws wake dad ed Okeh en eee eRe eea eR 20,700 46.42 9,918 154,188 
Three months ended December 31, 2005 ...................-.00005 32,250 46.05 
Year ended December 31, 2005 ................ 000 cece eee 126,437 45.61 
Weighted 
Number of Common Average Remaining Buyback Authorit: 
Shares Repurchased Per d react y P iy 
(Dollars in millions, except per share under Announced Share _under Announced Programs — 
information; shares in thousands) Programs®) Price®) Dollars Shares 
Three months ended March 31, 2004 .............. 0.0... c cee eee 24,306 $40.03 $12,378 204,178 
Three months ended June 30, 2004 .............. 000 e cece eee 49,060 41.07 7,978 155,118 
Three months ended September 30, 2004 .................00000005- 40,430 43.56 6,217 114,688 
October To, 2006 caja cies ma buaee hind Ream wen BON Wed UR weeERNe dae 16,102 44.24 5,505 98,586 
November 1-80, 2004 cc scscs vc vu sees ciws wat eiue ed beh esa ee eedewe hash 11,673 45.84 4,969 86,913 
Deesrnber 1-31, D004. caiss cose. ece sin cexicn stots Aiea mnaceoe bos ean oR 6,288 46.32 4,678 80,625 
Three months ended December 31, 2004 ....................0000. 34,063 45.17 
Year ended December 31, 2004 ................. 00 eee eee 147,859 42.52 
Weighted 
Number of Common Average Remaining Buyback Authorit: 
Shares Repurchased Per g uy ae 
(Dollars in millions, except per share under Announced Share _under Announced Programs® _ 
information; shares in thousands) Programs®) Price® Dollars Shares 
Three months ended March 31, 2003 ...................00 cece eee eee 36,800 $34.24 $13,930 270,370 
Three months ended June 30, 2003 .............. 0000 c cee eee eee 60,600 37.62 10,610 209,770 
Three months ended September 30, 2003 .................00020000 50,230 40.32 8,585 159,540 
October 1-31, 2008) i. dcicctssavstewsaiwre seamen anions bnbeaeernase 13,800 40.28 8,029 145,740 
November 1-30, 2008s c5.0d0¢hso cuca thes waded wink dakmedddeneenes 64,212 37.68 5,610 81,528 
Deceniber 1-31, 2008s screed. dee ckkans neous nd eee an eeew ene eee es 33,044 38.10 4,351 48,484 
Three months ended December 31, 2003 ...................000005 111,056 38.13 
Year ended December 31, 2003 .................00 0c eeeeeeee 258,686 37.88 


() 


(2) 


(3) 


(4) 


(5) 


(6) 


Reduced Shareholders’ Equity by $5.8 billion and increased diluted earnings per common share by $0.05 in 2005. These repurchases were partially 


offset by the issuance of approximately 79.6 million shares of common stock under employee plans, which increased Shareholders’ Equity by $3.1 
billion, net of $145 million of deferred compensation related to restricted stock awards, and decreased diluted earnings per common share by $0.04 in 
2005. 

On January 28, 2004, the Board authorized a stock repurchase program of up to 180 million shares of the Corporation’s common stock at an aggregate 
cost not to exceed $9.0 billion. This repurchase plan was completed during the third quarter of 2005. On March 22, 2005, the Board authorized an 
additional stock repurchase program of up to 200 million shares of the Corporation’s common stock at an aggregate cost not to exceed $12.0 billion and 
to be completed within a period of 18 months. 

Reduced Shareholders’ Equity by $6.3 billion and increased diluted earnings per common share by $0.06 in 2004. These repurchases were partially 
offset by the issuance of approximately 121 million shares of common stock under employee plans, which increased Shareholders’ Equity by $3.9 
billion, net of $127 million of deferred compensation related to restricted stock awards, and decreased diluted earnings per common share by $0.06 in 
2004. 

On January 22, 2003, the Board authorized a stock repurchase program of up to 260 million shares of the Corporation’s common stock at an aggregate 
cost of $12.5 billion. This repurchase plan was completed during the second quarter of 2004. On January 28, 2004, the Board authorized a stock 
repurchase program of up to 180 million shares of the Corporation’s common stock at an aggregate cost not to exceed $9.0 billion. This repurchase plan 
was completed during the third quarter of 2005. 

Reduced Shareholders’ Equity by $9.8 billion and increased diluted earnings per common share by $0.11 in 2003. These repurchases were partially 
offset by the issuance of approximately 139 million shares of common stock under employee plans, which increased Shareholders’ Equity by $4.2 
billion, net of $123 million of deferred compensation related to restricted stock awards, and decreased diluted earnings per common share by $0.08 in 
2003. 

On December 11, 2001, the Board authorized a stock repurchase program of up to 260 million shares of the Corporation’s common stock at an 
aggregate cost of up to $10.0 billion. This repurchase plan was completed during the second quarter of 2003. On January 22, 2003, the Board 
authorized a stock repurchase program of up to 260 million shares of the Corporation’s common stock at an aggregate cost of $12.5 billion. This 
repurchase plan was completed during the second quarter of 2004. 
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The Corporation will continue to repurchase shares, from time to time, in the open market or in private transactions 
through the Corporation’s approved repurchase programs. The Corporation expects to continue to repurchase a number 
of shares of common stock at least equal to any shares issued under the Corporation’s employee stock plans. 


At December 31, 2005, the Corporation had 690,000 shares authorized and 382,450 shares, or $96 million, 
outstanding of Bank of America 6.75% Perpetual Preferred Stock with a stated value of $250 per share. Ownership is 
held in the form of depositary shares paying dividends quarterly at an annual rate of 6.75 percent. On or after April 15, 
2006, the Corporation may redeem Bank of America 6.75% Perpetual Preferred Stock, in whole or in part, at its option, 
at $250 per share, plus accrued and unpaid dividends. 


The Corporation also had 805,000 shares authorized and 700,000 shares, or $175 million, outstanding of Bank of 
America Fixed/Adjustable Rate Cumulative Preferred Stock with a stated value of $250 per share. Ownership is held in 
the form of depositary shares paying dividends quarterly at an annual rate of 6.60 percent through April 1, 2006. After 
April 1, 2006, the dividend rate on Fixed/Adjustable Rate Cumulative Preferred Stock will be a rate per annum equal to 
0.50 percent plus the highest of the Treasury Bill Rate, the Ten Year Constant Maturity Rate, and the Thirty Year 
Constant Maturity Rate, as each term is defined in BAC’s Amended and Restated Certificate of Designations 
establishing the Fixed/Adjustable Rate Cumulative Preferred Stock. The applicable rate per annum for any dividend 
period beginning on or after April 1, 2006 will not be less than 7.00 percent nor greater than 13.00 percent. On or after 
April 1, 2006, the Corporation may redeem Bank of America Fixed/Adjustable Rate Cumulative Preferred Stock, in 
whole or in part, at its option, at $250 per share, plus accrued and unpaid dividends. 


In addition to the preferred stock described above, the Corporation had 35,045 shares authorized and 7,739 shares, 
or $1 million, outstanding of the Series B Preferred Stock with a stated value of $100 per share paying dividends 
quarterly at an annual rate of 7.00 percent. The Corporation may redeem the Series B Preferred Stock, in whole or in 
part, at its option, at $100 per share, plus accrued and unpaid dividends. 


All preferred stock outstanding has preference over our common stock with respect to the payment of dividends and 
distribution of our assets in the event of a liquidation or dissolution. Except in certain circumstances, the holders of 
preferred stock have no voting rights. 


The following table presents the changes in Accumulated OCI for 2005 and 2004. 


(Dollars in millions)” Securities Derivatives®) Other Total 
Balance, December 31, 2003 (Restated) ............. 0.0. c ccc cee cence $ (70) $ (2,094) $(270) $(2,434) 
Net change in fair value recorded in Accumulated OCI .............. 0.000 eee eee ee 1,088 (294) (18) 776 
Less: Net gains (losses) reclassified into earnings®) ............ 000. cece eee eee 1,215 (109) —_ 1,106 
Balance, December 31, 2004 (Restated) .............. 0. cece cee nee ee (197) (2,279) (288) (2,764) 
Net change in fair value recorded in Accumulated OCI .............00 000 cee eee (1,907) (2,225) 48 (4,084) 
Less: Net gains (losses) reclassified into earnings®) ............ 000. c cece eee eee 874 (166) — 708 
Balance, December 31, 2005 ............ 0. ccc ccc ccc cece eee eens $(2,978) $(4,338) $(240) $(7,556) 


(1) Amounts shown are net-of-tax. 


(2) The amount included in Accumulated OCI for terminated derivative contracts was a loss of $2.5 billion and a gain of $143 million, 
net-of-tax, at December 31, 2005 and 2004. 


(3) Included in this line item are amounts related to derivatives used in cash flow hedge relationships. These amounts are reclassified 
into earnings in the same period or periods during which the hedged forecasted transaction affects earnings. 
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The calculation of earnings per common share and diluted earnings per common share for 2005, 2004 


and 2003 is presented below. See Note 1 of the Consolidated Financial Statements for a discussion on the 
calculation of earnings per common share. 


2004 2003 

(Dollars in millions, except per share information; shares in thousands) 2005 (Restated) (Restated) 
Earnings per common share 
INGE COMIC 42 ceed eyes Noh ee es certisth tye esedtaon acct iveraecz esa dara gduasash outa eaneeite seca: ueeadteca teat nae cael take $ 16,465 $ 13,947 $ 10,762 
Preferred stock dividends: * «2.0x'6.044i0ncead b2aweens waa cate bhaoveades aeeeene heeeees (18) (16) (4) 
Net income available to common shareholders ........... 00.0 e cece eee tenet eee eens $ 16,447 $ 13,931 $ 10,758 
Average common shares issued and outstanding .............0 000 e cece eee ee 4,008,688 3,758,507 2,973,407 

Earnings per common share .............. 0.00 e cee nee nett ent n eens $ 4.10 $ 3.71 $ 3.62 
Diluted earnings per common share 
Net income available to common shareholders ......... 0.00. e ec ee eee teen eee teenies $ 16,447 $ 13,931 $ 10,758 
Convertible preferred stock dividends ............. cece cece eee ent tee eee eee enne = 2 4 
Net income available to common shareholders and assumed conversions ............++++. $ 16,447 $ 13,933 $ 10,762 
Average common shares issued and outstanding ............ 00000 e cece eee eee eee ee 4,008,688 3,758,507 2,973,407 
Dilutive potential common shares9) 6.66. 660s case cae sone ee cae sees one ee cea 59,452 65,436 56,949 
Total diluted average common shares issued and outstanding ..................0.000008 4,068,140 3,823,948 3,030,356 

Diluted earnings per common share ................ 000 e eee eens $ 4.04 $ 3.64 $ 3.55 


(1) For 2005, 2004 and 2003, average options to purchase 39 million, 62 million and 34 million shares, respectively, were outstanding 
but not included in the computation of earnings per common share because they were antidilutive. 

(2) Includes incremental shares from assumed conversions of convertible preferred stock, restricted stock units, restricted stock shares 
and stock options. 


Effective for the third quarter dividend, the Board increased the quarterly cash dividend 11 percent from $0.45 to 
$0.50 per common share. In October 2005, the Board declared a fourth quarter cash dividend which was paid on 
December 23, 2005 to common shareholders of record on December 2, 2005. In January 2006, the Board declared a 
quarterly cash dividend of $0.50 per common share payable on March 24, 2006 to shareholders of record on March 3, 
2006. 


Note 15—Regulatory Requirements and Restrictions 


The Board of Governors of the Federal Reserve System (FRB) requires the Corporation’s banking subsidiaries to 
maintain reserve balances based on a percentage of certain deposits. Average daily reserve balances required by the 
FRB were $6.4 billion and $6.3 billion for 2005 and 2004. Currency and coin residing in branches and cash vaults (vault 
cash) are used to partially satisfy the reserve requirement. The average daily reserve balances, in excess of vault cash, 
held with the Federal Reserve Bank amounted to $361 million and $627 million for 2005 and 2004. 


The primary source of funds for cash distributions by the Corporation to its shareholders is dividends received from 
its banking subsidiaries. Bank of America, N.A., Bank of America, N.A. (USA) and Fleet National Bank declared and 
paid dividends of $7.4 billion, $1.9 billion and $750 million, respectively, for 2005 to the parent. On June 13, 2005, Fleet 
National Bank merged with and into Bank of America, N.A., with Bank of America, N.A. as the surviving entity. In 
2006, Bank of America, N.A. and Bank of America, N.A. (USA) can declare and pay dividends to the parent of $12.1 
billion and $879 million plus an additional amount equal to its net profits for 2006, as defined by statute, up to the date 
of any such dividend declaration. The other subsidiary national banks can initiate aggregate dividend payments in 2006 
of $44 million plus an additional amount equal to their net profits for 2006, as defined by statute, up to the date of any 
such dividend declaration. The amount of dividends that each subsidiary bank may declare in a calendar year without 
approval by the OCC is the subsidiary bank’s net profits for that year combined with its net retained profits, as defined, 
for the preceding two years. 


The FRB, the OCC and the Federal Deposit Insurance Corporation (collectively, the Agencies) have issued 
regulatory capital guidelines for U.S. banking organizations. Failure to meet the capital requirements can initiate 
certain mandatory and discretionary actions by regulators that could have a material effect on the Corporation’s 
financial statements. At December 31, 2005 and 2004, the Corporation, Bank of America, N.A. and Bank of America, 
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N.A. (USA) were classified as well-capitalized under this regulatory framework. There have been no conditions or events 
since December 31, 2005 that management believes have changed the Corporation’s, Bank of America, N.A.’s and Bank 
of America, N.A. (USA)’s capital classifications. 


The regulatory capital guidelines measure capital in relation to the credit and market risks of both on and 
off-balance sheet items using various risk weights. Under the regulatory capital guidelines, Total Capital consists of 
three tiers of capital. Tier 1 Capital includes Common Shareholders’ Equity, Trust Securities, minority interests and 
qualifying Preferred Stock, less Goodwill and other adjustments. Tier 2 Capital consists of Preferred Stock not qualifying 
as Tier 1 Capital, mandatory convertible debt, limited amounts of subordinated debt, other qualifying term debt, the 
allowance for credit losses up to 1.25 percent of risk-weighted assets and other adjustments. Tier 3 Capital includes 
subordinated debt that is unsecured, fully paid, has an original maturity of at least two years, is not redeemable before 
maturity without prior approval by the FRB and includes a lock-in clause precluding payment of either interest or 
principal if the payment would cause the issuing bank’s risk-based capital ratio to fall or remain below the required 
minimum. Tier 3 Capital can only be used to satisfy the Corporation’s market risk capital requirement and may not be 
used to support its credit risk requirement. At December 31, 2005 and 2004, the Corporation had no subordinated debt 
that qualified as Tier 3 Capital. 


Certain corporate sponsored trust companies which issue trust preferred securities (Trust Securities) are not 
consolidated under FIN 46R. As a result, the Trust Securities are not included on our Consolidated Balance Sheets. On 
March 1, 2005, the FRB issued Risk-Based Capital Standards: Trust Preferred Securities and the Definition of Capital 
(the Final Rule) which allows Trust Securities to continue to qualify as Tier 1 Capital with revised quantitative limits 
that would be effective after a five-year transition period. As a result, Trust Securities are included in Tier 1 Capital. 


The FRB’s Final Rule limits restricted core capital elements to 15 percent for internationally active bank holding 
companies. Internationally active bank holding companies are those with consolidated assets greater than $250 billion or 
on-balance sheet exposure greater than $10 billion. At December 31, 2005, our restricted core capital elements comprised 
16.6 percent of total core capital elements. In addition, the FRB revised the qualitative standards for capital instruments 
included in regulatory capital. We expect to be fully compliant with the revised limits prior to the implementation date of 
March 31, 2009. 


On July 28, 2004, the FRB and other regulatory agencies issued the Final Capital Rule for Consolidated Asset- 
backed Commercial Paper Program Assets (the Final Rule). The Final Rule allows companies to exclude from risk- 
weighted assets, the assets of consolidated asset-backed commercial paper (ABCP) conduits when calculating Tier 1 and 
Total Risk-based Capital ratios. The Final Rule also requires that liquidity commitments provided by the Corporation to 
ABCP conduits, whether consolidated or not, be included in the capital calculations. The Final Rule was effective 
September 30, 2004. There was no material impact to Tier 1 and Total Risk-based Capital as a result of the adoption of 
this rule. 


To meet minimum, adequately-capitalized regulatory requirements, an institution must maintain a Tier 1 Capital 
ratio of four percent and a Total Capital ratio of eight percent. A well-capitalized institution must generally maintain 
capital ratios 200 bps higher than the minimum guidelines. The risk-based capital rules have been further 
supplemented by a leverage ratio, defined as Tier 1 Capital divided by adjusted quarterly average Total Assets, after 
certain adjustments. The leverage ratio guidelines establish a minimum of three percent. Banking organizations must 
maintain a leverage capital ratio of at least five percent to be classified as well-capitalized. As of December 31, 2005, the 
Corporation was classified as well-capitalized for regulatory purposes, the highest classification. 


Net Unrealized Gains (Losses) on AFS Debt Securities, Net Unrealized Gains on AFS Marketable Equity Securities 
and the Net Unrealized Gains (Losses) on Derivatives included in Shareholders’ Equity at December 31, 2005 and 2004, 
are excluded from the calculations of Tier 1 Capital and leverage ratios. The Total Capital ratio excludes all of the above 
with the exception of up to 45 percent of Net Unrealized Gains on AFS Marketable Equity Securities. 


Regulatory Capital Developments 


In June 2004, the Basel Committee on Banking Supervision issued a new set of risk-based capital standards (Basel 
II) with the intent of more closely aligning regulatory capital requirements with underlying risk. In August 2003, the 
U.S. regulatory agencies drafted the Advanced Notice of Proposed Rulemaking to establish a comparable rule for large 
U.S. financial institutions. The final rule, which is expected to be issued during the second quarter of 2006, will provide 
us with clarification as to the requirements under U.S. regulations. 


Several of our international units will begin implementing Basel II locally during 2006, with full implementation by 
2007. U.S. regulatory agencies have delayed implementation of Basel II for the consolidated entity until 2008. During 
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2008, we will operate in a parallel testing environment, where current regulatory capital measures will be utilized 


simultaneously with the new rules. However, in 2009 and until at least 2011, the U.S. is expected to impose floors 
(limits) on capital reductions when compared to current measures. 


Regulatory Capital 
December 31 
2005 2004 
(Restated) 
__Actual Minimum __ Actual Minimum 
(Dollars in millions) Ratio Amount Required®™ Ratio Amount Required” 
Risk-based capital 
Tier 1 
Bank of America Corporation .......00006 00 c eee cceeees 8.25% $74,375 $36,059 8.20% $65,049 $31,735 
Bank of America; N.As cose cacces ee ie cae es ease ne es deen 8.70 69,547 31,987 8.23 46,546 22,628 
Fleet National Bank® 2.0.0... 0... ccc ec e eee e ee eens _ _ — 10.10 14,741 5,837 
Bank of America, N.A. (USA) .... 0.0... eee eee eee eee 8.66 5,567 2,570 8.54 3,879 1,817 
Total 
Bank of America Corporation ...... 0000 cece eee 11.08 99,901 72,118 11.73 93,034 63,470 
Bank of America, N.Aw 0.0 sci eee coe eme deeb enmenetenes 10.73 85,773 63,973 10.27 58,079 45,255 
Fleet National Bank® 2.0.0... cee eee cee eee _ _ _ 13.32 19,430 11,673 
Bank of America, N.A. (USA) .... 0.0... eee cece eee eee 11.46 7,361 5,140 11.93 5,418 3,634 
Leverage 
Bank of America Corporation ......... 00 cece eee eens 5.91 74,375 37,732 5.89 65,049 33,141 
Bank of America, NiAs cs 226.000 cee. d2 pobre a Mag cea e Sees ed 6.69 69,547 31,192 6.22 46,546 22,444 
Fleet National Bank®) ..i24 dosacitecenin ith cack ewan ee — — — 8.15 14,741 5,427 
Bank:of America, NA: (USA) ses cece dc diecges one Gane sete wr gates 9.37 5,567 1,783 9.19 3,879 1,266 


(1) Dollar amount required to meet guidelines for adequately capitalized institutions. 
(2) On June 13, 2005, Fleet National Bank merged with and into Bank of America, N.A., with Bank of America, N.A. as the surviving 
entity. 


Note 16—Employee Benefit Plans 
Pension and Postretirement Plans 


The Corporation sponsors noncontributory trusteed qualified pension plans that cover substantially all officers and 
employees. The plans provide defined benefits based on an employee’s compensation, age and years of service. The Bank 
of America Pension Plan (the Pension Plan) provides participants with compensation credits, based on age and years of 
service. The Pension Plan allows participants to select from various earnings measures, which are based on the returns 
of certain funds or common stock of the Corporation. The participant-selected earnings measures determine the earnings 
rate on the individual participant account balances in the Pension Plan. Participants may elect to modify earnings 
measure allocations on a periodic basis subject to the provisions of the Pension Plan. The benefits become vested upon 
completion of five years of service. It is the policy of the Corporation to fund not less than the minimum funding amount 
required by ERISA. 


The Pension Plan has a balance guarantee feature, applied at the time a benefit payment is made from the plan, 
that protects participant balances transferred and certain compensation credits from future market downturns. The 
Corporation is responsible for funding any shortfall on the guarantee feature. 


The Corporation sponsors a number of noncontributory, nonqualified pension plans. These plans, which are 
unfunded, provide defined pension benefits to certain employees. 


In addition to retirement pension benefits, full-time, salaried employees and certain part-time employees may 
become eligible to continue participation as retirees in health care and/or life insurance plans sponsored by the 
Corporation. Based on the other provisions of the individual plans, certain retirees may also have the cost of these 
benefits partially paid by the Corporation. 


As a result of the FleetBoston Merger, the Corporation assumed the obligations related to the plans of former 
FleetBoston. These plans are substantially similar to the legacy Bank of America plans discussed above, however, the 
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FleetBoston Financial Pension Plan does not allow participants to select various earnings measures; rather the earnings 
rate is based on a benchmark rate. The tables within this Note include the information related to these plans beginning 
on April 1, 2004. 


Reflected in these results are key changes to the Postretirement Health and Life Plans and the Nonqualified 
Pension Plans. On December 8, 2003, the President signed the Medicare Act into law. The Medicare Act introduces a 
voluntary prescription drug benefit under Medicare as well as a federal subsidy to sponsors of retiree health care plans 
that provide at least an actuarially equivalent benefit. In the third quarter of 2004, the Corporation adopted FSP 
No. 106-2, which resulted in a reduction of $53 million in the Corporation’s accumulated postretirement benefit 
obligation. In addition, the Corporation’s net periodic benefit cost for other postretirement benefits was decreased by $15 
million for 2004 as a result of the remeasurement. 
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The following table summarizes the changes in the fair value of plan assets, changes in the projected benefit 
obligation (PBO), the funded status of both the accumulated benefit obligation (ABO) and the PBO, and the weighted 
average assumptions used to determine benefit obligations for the pension plans and postretirement plans at 
December 31, 2005 and 2004. Prepaid and accrued benefit costs are reflected in Other Assets, and Accrued Expenses and 
Other Liabilities on the Consolidated Balance Sheet. The discount rate assumption is based on a cash flow matching 
technique and this assumption is subject to change each year. This technique utilizes a yield curve based upon Moody’s 
Aa corporate bonds with cash flows that match estimated benefit payments to produce the discount rate assumption. For 
the Pension Plan and the FleetBoston Pension Plan (the Qualified Pension Plans), as well as the Postretirement Health 
and Life Plans, the discount rate at December 31, 2005, was 5.50 percent. For both the Qualified Pension Plans and the 
Postretirement Health and Life Plans, the expected long-term return on plan assets will be 8.00 percent for 2006. The 
expected return on plan assets is determined using the calculated market-related value for the Qualified Pension Plans 
and the fair value for the Postretirement Health and Life Plans. The asset valuation method for the Qualified Pension 
Plans recognizes 60 percent of the market gains or losses in the first year, with the remaining 40 percent spread equally 
over the next four years. 


Qualified Pension Nonqualified Postretirement 
Plans Pension Plans Health and Life Plans” 
(Dollars in millions) 2005 2004 2005 2004 2005 2004 
Change in fair value of plan assets 
(Primarily listed stocks, fixed income and real 
estate) 

Fair value, January 1............... 000 cece eee eee $12,153 $8,975 §$ 1 $ — $ 166 $ 156 
FleetBoston balance, April 1, 2004 ...................04. — 2,277 -- al oo 45 
Actual return on plan assets ........... 0 eee eee e eee eee 803 1,447 - _ 11 25 
Company contributions?) .... 0... kee eee eee eee 1,000 200 118 63 27 40 
Plan participant contributions ............... 0.0 eee e eee - _ - _ 98 82 
Benne tats ea scacace cscs cavesctekt cs. dues deeoaese a duosantek sacs pals cissve bebuin an (859) (746) (118) (63) (176) (182) 

Fair value, December 31 .....................45: $13,097 $12,153 $ 1 $ iL $ 126 $ 166 
Change in projected benefit obligation 
Projected benefit obligation, January 1............. $11,461 $ 8,428 $ 1,094 $ 712 $ 1,352 $ 1,127 
FleetBoston balance, April 1, 2004 ...................00. a 2,045 - 377 — 196 
fe (=) 5g 21g 60] FER a 261 257 11 27 11 9 
Tinterest:GOst x cc .eacc cela oxtasstsieed, Si anad’s sauce g atatdea odin gia areas 643 623 61 62 78 76 
Plan participant contributions ............... 00. eee e eee - _ - _ 98 82 
Plan amendments 2... ces cases ew sta ee see bien ee eee (77) 19 (1) (74) - (12) 
Actuarial Oss: p24 siscos. tess. Core dons be ae ED AHA TSAT HEARS 261 835 61 53 57 56 
Benetits paid .cs eve asceiwe seat eka ia Bin ieeavaeatos ds (859) (746) (118) (63) (176) (182) 

Projected benefit obligation, December 31....... $11,690 $11,461 $ 1,108 $ 1,094 $ 1,420 $ 1,352 
Funded status, December 31 
Accumulated benefit obligation (ABO) .................. $11,383 $11,025 $ 1,085 $ 1,080 n/a n/a 
Overfunded (unfunded) status of ABO .................. 1,714 1,128 (1,084) (1,079) n/a n/a 
Provision for future salaries ............ 0.00. c eee ee eee 307 436 23 14 n/a n/a 
Projected benefit obligation (PBO) .................0004. 11,690 11,461 1,108 1,094 1,420 $ 1,352 
Overfunded (unfunded) status of PBO................... $ 1,407 $ 692 $(1,107) — $(1,093) $(1,294) $(1,186) 
Unrecognized net actuarial loss .............0 00. e eee aes 2,621 2,364 262 234 92 112 
Unrecognized transition obligation ..................005 - _ — _ 221 252 
Unrecognized prior service cost ..........6 0.0 eee eee 209 328 (52) (59) - — 

Prepaid (accrued) benefit cost .................. $ 4,237 $ 3,384 $ (897) $ (918) $ (981) $ (822) 
Weighted average assumptions, December 31 
Discount Pate)... sscg 6 sce ws ade gueseate ghauhe Pie sreoted eRe eas 5.50% 5.75% 5.50% 5.75% 5.50% 5.75% 
Expected return on plan assets .......... 000s eee eee eee 8.50 8.50 n/a n/a 8.50 8.50 
Rate of compensation increase .............. eee eee eee 4.00 4.00 4.00 4.00 n/a n/a 


(1) The measurement date for the Qualified Pension Plans, Nonqualified Pension Plans, and Postretirement Health and Life Plans was 
December 31 of each year reported. 

(2) The Corporation’s best estimate of its contributions to be made to the Qualified Pension Plans, Nonqualified Pension Plans, and 
Postretirement Health and Life Plans in 2006 is $0 million, $97 million and $37 million. 

(3) In connection with the FleetBoston Merger, the plans of former FleetBoston were remeasured on April 1, 2004, using a discount 
rate of 6.00 percent. 

n/a = not applicable 
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Amounts recognized in the Consolidated Financial Statements at December 31, 2005 and 2004 were as follows: 


Qualified Pension Nonqualified Postretirement 
Plans Pension Plans Health and Life Plans 
(Dollars in millions) 2005 2004 2005 2004 2005 2004 
Prepaid benefit cost 2.0.0... 0... cence eens $4,237 $3,384 $ — $ — $ -— $ — 
Accrued benefit cost 2.00.06... ccc ccc cece eee n eens = — (897) (918) (981) (822) 
Additional minimum liability ............... 0... — = (187) (161) —_ = 
Intangibléeasseét 3... gciegs Soaslee geen eeaageseesdeg aaa ae = = _ 1 = _ 
Accumulated:OCL oo cia das wdngied ek bint dea hare ea dad _— — 187 160 — = 
Net amount recognized at December 31 ........... $4,237 $3,384 $(897)  $(918) $(981) $(822) 


Net periodic pension benefit cost for 2005, 2004 and 2003 included the following components: 


Qualified Pension Plans Nonqualified Pension Plans 
(Dollars in millions) “2005. ~—=«2004.~2S*'*=‘<‘ézkS~CCiHS—=“‘é‘i OO !COC*« 
Components of net periodic pension benefit cost 
MCP VACE COST bfx. cites ein Seas LaShageaan to is densities edule autem sects a sass $ 261 $ 257 $ 187 $ 11 $ 27 $ 25 
IMPCTESE COST ci csc ee Santee ad pee a eR Ree ee sake dade 643 623 514 61 62 45 
Expected return on plan assetS ........... 000. cece eee eens (983) (915) (735) = = — 
Amortization of prior service cost ...... 2... cee eee eee eee 44 55 55 (8) 3 3 
Recognized net actuarial loss ......... 0... c cece eee eee 182 92 47 24 14 11 
Recognized loss due to settlements and curtailments........... — — _ 9 — — 


Net periodic pension benefit cost 


ied aepaaiades epiearnes $ 147 $112 $ 68 $ 97 $ 106 $ 84 


Weighted average assumptions used to determine 

net cost for years ended December 31 
Discotnt rate 3 oo cg tach S Geactina a tides annawucieae mie damien 5.75% 6.25% 6.75% 5.75% 6.25% 6.75% 
Expected return on plan assetS ............ cece eee eee eee ee 8.50 8.50 8.50 n/a n/a n/a 
Rate of compensation increase ............ 00 eee eee eee eee 4.00 4.00 4.00 4.00 4.00 4.00 


(1) In connection with the FleetBoston Merger, the plans of former FleetBoston were remeasured on April 1, 2004, using a discount 
rate of 6.00 percent. 


n/a = not applicable 
For 2005, 2004 and 2003, net periodic postretirement benefit cost included the following components: 


(Dollars in millions) 2005 2004 2003 


Components of net periodic postretirement benefit cost 
MEE VICE COS G sce dan sisrnssu9 ah dese Relea denote tees a ineae edn een WANs Dia Bune en Sea $11 $6 9 $ 9 


MMAPORESE COST acces ccasiends som gitus ae Busted atte Sertotanseen.tkee tod euattnatentie stay depth ether’ avieuat aNentessindavapaueltiers fees Aedtguetente cde tiettuel 78 76 68 
Expected return on plan assets 1.0.0... 0c ccc ence e eee nent eee e nent eee ane (14) (16) (15) 
Amortizationsof transition: ODM ZatiOnl .«.o..:4 see seis. soi we-e sedis Hoon ca cb Hong deoarg een w eR on Rte ween eh ok cee deg eden e 31 32 32 
Amortization of prior service COSt 2.0... cece tebe nee teen been eeee —= al 4 
Recognized netactilarial 1088 iis sticacs cena andere odd car tod aera e secs ties hagranas 80 74 89 
Net periodic postretirement benefit cost ...........0.0.0.00 0.0 c ccc cece cece ete tees $186 $176 $187 


Weighted average assumptions used to determine net cost for years ended 
December 31 


DISCOUNE TALC? os scecsidn actos Seg mcacdong sted ofsannia i dsted sang sabsd dike essen dua ah igsbes cansubsordbedsbed aftiacavantdibe dang ocd dube essay ben a 5.75% 6.25% 6.75% 
Expected returnion! plan assets. <. 606 dacitecans ved ad hea Sa Sed Hews ed ee dale Saude Rd nde ee 8.50 8.50 8.50 


(1) Includes the effect of the adoption of FSP No. 106-2, which reduced net periodic postretirement benefit cost by $15 million. 


(2) In connection with the FleetBoston Merger, the plans of former FleetBoston were remeasured on April 1, 2004, using a discount 
rate of 6.00 percent. 
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Net periodic postretirement health and life expense was determined using the “projected unit credit” actuarial 
method. Gains and losses for all benefits except postretirement health care are recognized in accordance with the 
standard amortization provisions of the applicable accounting standards. For the Postretirement Health Care Plans, 50 
percent of the unrecognized gain or loss at the beginning of the fiscal year (or at subsequent remeasurement) is 
recognized on a level basis during the year. 


Assumed health care cost trend rates affect the postretirement benefit obligation and benefit cost reported for the 
Postretirement Health Care Plans. The assumed health care cost trend rate used to measure the expected cost of 
benefits covered by the Postretirement Health Care Plans was 10 percent for 2006, reducing in steps to 5 percent in 2011 
and later years. A one-percentage-point increase in assumed health care cost trend rates would have increased the 
service and interest costs and the benefit obligation by $3 million and $51 million in 2005, $4 million and $56 million in 
2004, and $4 million and $52 million in 2003. A one-percentage-point decrease in assumed health care cost trend rates 
would have lowered the service and interest costs and the benefit obligation by $3 million and $43 million in 2005, $3 
million and $48 million in 2004, and $3 million and $48 million in 2003. 


Plan Assets 


The Qualified Pension Plans have been established as retirement vehicles for participants, and trusts have been 
established to secure benefits promised under the Qualified Pension Plans. The Corporation’s policy is to invest the trust 
assets in a prudent manner for the exclusive purpose of providing benefits to participants and defraying reasonable 
expenses of administration. The Corporation’s investment strategy is designed to provide a total return that, over the 
long-term, increases the ratio of assets to liabilities. The strategy attempts to maximize the investment return on assets 
at a level of risk deemed appropriate by the Corporation while complying with ERISA and any subsequent applicable 
regulations and laws. The investment strategy utilizes asset allocation as a principal determinant for establishing the 
risk/reward profile of the assets. Asset allocation ranges are established, periodically reviewed, and adjusted as funding 
levels and liability characteristics change. Active and passive investment managers are employed to help enhance the 
risk/return profile of the assets. An additional aspect of the investment strategy used to minimize risk (part of the asset 
allocation plan) includes matching the equity exposure of participant-selected earnings measures. For example, the 
common stock of the Corporation held in the trust is maintained as an offset to the exposure related to participants who 
selected to receive an earnings measure based on the return performance of common stock of the Corporation. 


The Expected Return on Asset Assumption (EROA assumption) was developed through analysis of historical market 
returns, historical asset class volatility and correlations, current market conditions, anticipated future asset allocations, 
the funds’ past experience, and expectations on potential future market returns. The EROA assumption represents a 
long-term average view of the performance of the Qualified Pension Plans and Postretirement Health and Life Plan 
assets, a return that may or may not be achieved during any one calendar year. In a simplistic analysis of the EROA 
assumption, the building blocks used to arrive at the long-term return assumption would include an implied return from 
equity securities of 8.75 percent, debt securities of 5.75 percent, and real estate of 8.75 percent for all pension plans and 
postretirement health and life plans. 


The Qualified Pension Plans’ asset allocation at December 31, 2005 and 2004 and target allocation for 2006 by asset 
category are as follows: 


erect Percentage of Plan Assets at December 31 
Asset Category Allocation 2005 2004 
KiQuity Securities) co. 0iis ydie ake baie steely eee 65 — 80% 71% 715% 
Debt securities: 25. c:c6 35 ocanetavecacands caneawias 20 —35 27 23 
Ral GSGaGeY oi. 5s sy Sunseoacsis aesiatendonesne acai sebobincare aiscesecdoled 0-5 2 2 


Potall sacha nek case heaaasietons hee hoaes 100% 100% 


Equity securities include common stock of the Corporation in the amounts of $798 million (6.10 percent of total plan 
assets) and $871 million (7.17 percent of total plan assets) at December 31, 2005 and 2004. 
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The Postretirement Health and Life Plans’ asset allocation at December 31, 2005 and 2004 and target allocation for 
2006 by asset category are as follows: 


eee Percentage of Plan Assets at December 31 
Asset Category Allocation 2005 2004 
Equity securities .......... 0.00 cece eee eee 50 — 70% 57% 715% 
Debt-Securities: 2x sca0 shed daw avs caganuie cones 30-50 Al 24 
Real estate 0.0.0... ccc ccc cece cece cence enee 0-5 2 1 
Total 3 iccisucckchias lose aatiend pens kena 100% 100% 


The Bank of America Postretirement Health and Life Plans had no investment in the common stock of the 
Corporation at December 31, 2005 or 2004. The FleetBoston Postretirement Health and Life Plans included common 
stock of the Corporation in the amount of $0.3 million (0.27 percent of total plan assets) at December 31, 2005 and $0.3 
million (0.20 percent of total plan assets) at December 31, 2004. 


Projected Benefit Payments 


Benefit payments projected to be made from the Qualified Pension Plans, the Nonqualified Pension Plans and the 
Postretirement Health and Life Plans are as follows: 


Postretirement 
Health and Life Plans 

Qualified Nonqualified Net Medicare 
(Dollars in millions) Pension Plans® Pension Plans® Payments®) Subsidy 
QOOG veuae cee lertece crease Meares cusaanaeoamaneine $ 867 $ 97 $ 98 $ 3 
QO OT ais.dhese Spotter daaiarevadcie Sader eee teases 899 96 97 4 
2008 sass deacace Vinge dub eanacie sug pe Sia see eee ae 925 109 97 4 
DOOD a slerdecnece entra Redo iesnine caters stele hie Rodtech ele 940 105 97 4 
DODO 6 irn tate Ghia gids fay saakh be Suh See aoe 945 109 96 4 
QO TA OUD sanacs pointe terse etoviasdiatigiade brane lange aoe 4,885 554 447 18 


(1) Benefit payments expected to be made from the plans’ assets. 
(2) Benefit payments expected to be made from the Corporation’s assets. 
(3) Benefit payments (net of retiree contributions) expected to be made from a combination of the plans’ and the Corporation’s assets. 


Defined Contribution Plans 


The Corporation maintains qualified defined contribution retirement plans and nonqualified defined contribution 
retirement plans. As a result of the FleetBoston Merger, beginning on April 1, 2004, the Corporation maintains the 
defined contribution plans of former FleetBoston. There are two components of the qualified defined contribution plans, 
the Bank of America 401(k) Plan and the FleetBoston Financial Savings Plan (the 401(k) Plans), an employee stock 
ownership plan (ESOP) and a profit-sharing plan. 


The Corporation contributed approximately $274 million, $267 million and $204 million for 2005, 2004 and 2003, in 
cash and stock. Contributions in 2003 were utilized primarily to purchase the Corporation’s common stock under the 
terms of the Bank of America 401(k) Plan. At December 31, 2005 and 2004, an aggregate of 106 million shares and 
113 million shares of the Corporation’s common stock were held by the 401(k) Plans. During 2004, the Corporation 
converted the ESOP Preferred Stock held by the Bank of America 401(k) Plan to common stock so that there were no 
outstanding shares of preferred stock at December 31, 2004 in the 401(k) Plans. 


Under the terms of the ESOP Preferred Stock provision, payments to the plan for dividends on the ESOP Preferred 
Stock were $4 million for 2004 and 2003. Payments to the plan for dividends on the ESOP Common Stock were $207 
million, $181 million and $128 million during the same years. 


In addition, certain non-U.S. employees within the Corporation are covered under defined contribution pension 
plans that are separately administered in accordance with local laws. 
Rewarding Success Plan 


In 2005, the Corporation introduced a broad-based cash incentive plan for more than 140,000 associates that meet 
certain eligibility criteria and are below certain compensation levels. The amount of the cash award is determined based 
on the Corporation’s operating net income and common stock price performance for the full year. During 2005, the 
Corporation recorded an expense of $145 million for this plan. 
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Note 17—Stock-based Compensation Plans 


At December 31, 2005, the Corporation had certain stock-based compensation plans that are described below. For all 
stock-based compensation awards issued prior to January 1, 2003, the Corporation applied the provisions of APB 25 in 
accounting for its stock option and award plans. Stock-based compensation plans enacted after December 31, 2002, are 
accounted for under the provisions of SFAS 123. For additional information on the accounting for stock-based 
compensation plans and pro forma disclosures, see Note 1 of the Consolidated Financial Statements. 


The following table presents information on equity compensation plans at December 31, 2005: 


Number of Shares 
tobe Issued Upon Weighted Average 


Exercise Exercise Price of | Number of Shares Remaining 
of Outstanding Outstanding for Future Issuance Under 
Options“) Options®) Equity Compensation Plans®) 
Plans approved by shareholders .................. 231,465,981 $ 35.91 167,163,952 
Plans not approved by shareholders ............... 20,032,226 30.63 _ 
Dba ie oisajeety sectncsbie ened ash cntotnes Reena din gate ee eos 251,498,207 $35.47 167,163,952 


(1) Includes 10,655,618 unvested restricted stock units. 

(2) Does not take into account unvested restricted stock units. 

(3) Excludes shares to be issued upon exercise of outstanding options. 

(4) In addition to the securities presented in the table above, there were outstanding options to purchase 57,290,213 shares of the 
Corporation’s common stock and 1,275,565 unvested restricted stock units granted to employees of predecessor companies assumed 
in mergers. The weighted average option price of the assumed options was $33.69 at December 31, 2005. 


The Corporation has certain stock-based compensation plans that were approved by its shareholders. These plans 
are the Key Employee Stock Plan and the Key Associate Stock Plan. Descriptions of the material features of these plans 
follow. 


Key Employee Stock Plan 


The Key Employee Stock Plan, as amended and restated, provided for different types of awards. These include stock 
options, restricted stock shares and restricted stock units. Under the plan, ten-year options to purchase approximately 
260 million shares of common stock were granted through December 31, 2002, to certain employees at the closing market 
price on the respective grant dates. Options granted under the plan generally vest in three or four equal annual 
installments. At December 31, 2005, approximately 90 million options were outstanding under this plan. No further 
awards may be granted. 


Key Associate Stock Plan 


On April 24, 2002, the shareholders approved the Key Associate Stock Plan to be effective January 1, 2003. This 
approval authorized and reserved 200 million shares for grant in addition to the remaining amount under the Key 
Employee Stock Plan as of December 31, 2002, which was approximately 34 million shares plus any shares covered by 
awards under the Key Employee Stock Plan that terminate, expire, lapse or are cancelled after December 31, 2002. Upon 
the FleetBoston Merger, the shareholders authorized an additional 102 million shares for grant under the Key Associate 
Stock Plan. At December 31, 2005, approximately 130 million options were outstanding under this plan. Approximately 
18 million shares of restricted stock and restricted stock units were granted during 2005. These shares of restricted stock 
generally vest in three equal annual installments beginning one year from the grant date. The Corporation incurred 
restricted stock expense of $486 million, $288 million and $276 million in 2005, 2004 and 2003. 
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The Corporation has certain stock-based compensation plans that were not approved by its shareholders. These 
broad-based plans are the 2002 Associates Stock Option Plan and Take Ownership!. Descriptions of the material 
features of these plans follow. 


2002 Associates Stock Option Plan 


The Bank of America Corporation 2002 Associates Stock Option Plan covered all employees below a specified 
executive grade level. Under the plan, eligible employees received a one-time award of a predetermined number of 
options entitling them to purchase shares of the Corporation’s common stock. All options are nonqualified and have an 
exercise price equal to the fair market value on the date of grant. Approximately 108 million options were granted on 
February 1, 2002. The award included two performance-based vesting triggers. During 2003, the first option vesting 
trigger was achieved. During 2004, the second option vesting trigger was achieved. In addition, the options continue to 
be exercisable following termination of employment under certain circumstances. At December 31, 2005, approximately 
20 million options were outstanding under this plan. The options expire on January 31, 2007. No further awards may be 
granted. 


Take Ownership! 


The Bank of America Global Associate Stock Option Program (Take Ownership!) covered all employees below a 
specified executive grade level. Under the plan, eligible employees received an award of a predetermined number of stock 
options entitling them to purchase shares of the Corporation’s common stock at the fair market value on the grant date. 
Options were granted on the first business day of 1999, 2000 and 2001. All options are nonqualified. At January 2, 2004, 
all options issued under this plan were fully vested. These options expire five years after the grant date. In addition, the 
options continue to be exercisable following termination of employment under certain circumstances. At December 31, 
2005, approximately 134 thousand options were outstanding under this plan. No further awards may be granted. All 
remaining options expired January 2, 2006. 


Additional stock option plans assumed in connection with various acquisitions remain outstanding and are included 


in the following tables. No further awards may be granted under these plans. The following tables present the status of 
all plans at December 31, 2005, 2004 and 2003, and changes during the years then ended: 


2005 2004 2003 
Weighted Weighted Weighted 
Average Average Average 
Exercise Exercise Exercise 
Employee stock options Shares Price Shares Price Shares Price 
Outstanding at January 1 .............. 337,551,559 $32.93 320,331,380 $30.66 411,447,300 $29.10 
Options assumed through acquisition .... - - 78,761,708 28.68 _ _ 
Granted s2.c4440seatiensbasiexseseiss 35,615,891 46.58 63,472,170 40.80 61,336,790 35.03 
BIXCrCiSed «3.52 :0h kee aan ea wedenSSeaes (68,206,402) 29.89 (111,958,185) 27.77 (182,491,842) 27.72 
Porteited 2.000%. ekstaceeenaenmeey sees (6,828,246) 38.59 (18,055,564) 34.15 (19,960,868) 31.41 
Outstanding at December 31 ..... 298,132,802 35.13 337,551,559 32.93 320,331,380 30.66 
Options exercisable at December 31 ..... 213,326,486 32.41 243,735,846 30.73 167,786,372 30.02 
Weighted average fair value of options 
granted during the year .............. $ 6.48 $ 5.59 $ 6.77 
2005 2004 2008 
Weighted Weighted Weighted 
Average Average Average 
Grant Grant Grant 
Restricted stock/unit awards Shares Price Shares Price Shares Price 
Outstanding unvested grants at 
PANU YW ti ake eth eb dsr eee ake 20,449,565 $37.12 16,170,546 $31.64 15,679,946 $30.37 
Share obligations assumed through 
ACQUISIION. s oitesee: 95k. 6 coe le lace es naceceaunecaiera =_ — 7,720,476 31.62 _ _ 
Granted ssiiciseucicdiscuraazeeaaiete eigietsune auscees 17,599,740 46.60 10,338,327 41.03 8,893,718 34.69 
VESTER: gs isiositerandste ss ectnese die lda,d donbns aanara (9,409,844) 37.48 (12,031,945) 29.43 (7,697,576) 32.47 
Canceled . 22 ..4s4s84.0 ced ebbee baa ees (1,361,355) 43.49 (1,747,839) 38.10 (705,542) 32.85 
Outstanding unvested grants at 
December 31 .................. 27,278,106 $42.79 20,449,565 $37.12 16,170,546 $31.64 
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The following table summarizes information about stock options outstanding at December 31, 2005: 


Outstanding Options Options Exercisable 
Number Weighted Weighted Number Weighted 
Outstanding at Average Average Exercisable at Average 


December 31, Remaining Exercise December 31, Exercise 
Range of Exercise Prices 2005 Term Price 2005 Price 
St D100 $15.00 esis de seine ale canMale shea a eincas dam astaaehe one 60,888 0.2 years $ 12.87 60,888 $ 12.87 
150M S GIB IDS acces Saediehsc ain pam arenesese Goh Aeaoy Since ana aresararsie SO 6,181,199 4.7 years 19.09 6,181,199 19.09 
$93:26 —S82:7D) 2 oxeaaias che deadockenmnes haw shes aed 121,675,632 4.2 years 28.93 121,674,932 28.93 
$32:16 =$49 DO ccca sanacaade se ietecesauaeweeebewdeea ee 170,215,083 6.7 years 40.14 85,409,467 38.34 
TOtal ojcrcahudoanictesonGascuenas Asian saeheuh aan 298,132,802 5.6years $35.13 213,326,486 $32.41 
Note 18—Income Taxes 
The components of Income Tax Expense for 2005, 2004 and 2003 were as follows: 
2004 2003 
(Dollars in millions) 2005 (Restated) (Restated) 
Current income tax expense 
Hedérall.., a3 2355.0 da dha d oe weeds tok eae we heeds ewes ee means Chae nedy $5,229 $6,392 $4,642 
DAL eee ak tae abbaesaweh ae mewn eae A Mee wee bee Mek Olae caves ae neers 676 683 412 
BORCIBMN 4s ra deh artnet aeens Nad ATED Cou MORGANE ane Ae a ARTES 415 405 260 
Total current expense: cscs de ddiae aig are eee ee dees Fad aoa dre ww Madre RE Oe 6,320 7,480 5,314 
Deferred income tax expense (benefit) 
Pédéralli.ciccnideceuneei de hoaeide anton da canheeetewad okda @amiawes Gand 1,577 (512) (249) 
PC sess gsnethtaute ate oben earls tte rete Jae spe inca heh dingo tah eau stoastnn earls tanec ease sens 85 (23) (50) 
OPEI I icin: Gccwndeays Sharan toa ta ciadias GE garda he de Gave dne SAG aaa oa ews ESSA 33 16 4 
Total deferred expense (benefit) ......... 0... cece cece eens 1,695 (519) (295) 
Total income tax expense™ ........ 0... cece eee nee $8,015 $6,961 $5,019 


(1) Does not reflect the deferred tax effects of Unrealized Gains and Losses on AFS Debt and Marketable Equity Securities, Foreign 
Currency Translation Adjustments and Derivatives that are included in Accumulated OCI. As a result of these tax effects, 
Accumulated OCI increased $2,863 million, $303 million and $1,916 million in 2005, 2004 and 2003. Also, does not reflect tax 
benefits associated with the Corporation’s employee stock plans which increased Common Stock and Additional Paid-in Capital 
$416 million, $401 million and $443 million in 2005, 2004 and 2003. Goodwill was reduced $22 million and $101 million in 2005 and 
2004, reflecting the tax benefits attributable to exercises of employee stock options issued by FleetBoston which had vested prior to 


the merger date. 


Income Tax Expense for 2005, 2004 and 2003 varied from the amount computed by applying the statutory income 
tax rate to Income before Income Taxes. A reconciliation between the expected federal income tax expense using the 
federal statutory tax rate of 35 percent to the Corporation’s actual Income Tax Expense and resulting effective tax rate 


for 2005, 2004 and 2003 follows: 


2004 2003 
2005 (Restated) (Restated) 

(Dollars in millions) Amount Percent Amount Percent Amount Percent 
Expected federal income tax expense ...........0 eee eee eee eens $8,568 35.0% $7,318 35.0% $5,523 35.0% 
Increase (decrease) in taxes resulting from: 

Tax-exempt income, including dividends.................00.00- (605) (2.5) (526) (2.5) (325) (2.1) 

State tax expense, net of federal benefit ...................0005 495 2.0 429 2.1 235 15 

Goodwill amortization ........... 0. ccc cece eee t ec een eeeeane = _ = = 12 0.1 

IRS tax settlement 006s scc.g Ga 8 ne scts ees de arse ae She Beer — = = — (84) (0.5) 

Low income housing credits/other credits .............0000 ee eee (423) (1.7) (352) (1.7) (212) (1.3) 

Foreign tax differential ......... 0... ccc cece cece eens (99) (0.4) (78) (0.4) (50) (0.3) 

OTH ate aigece Need decison duce ssepnca ees seated ates hues Se lceca pene lateness obec 719 0.3 170 0.8 (80) (0.6) 

Total income tax expense ...................0405 $8,015 82.7% $6,961 33.38% $5,019 31.8% 
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During 2002, the Corporation reached a tax settlement agreement with the IRS. This agreement resolved issues for 
numerous tax returns of the Corporation and various predecessor companies and finalized all federal income tax 
liabilities, excluding those relating to FleetBoston, through 1999. As a result of the settlement, a reduction in Income 
Tax Expense of $84 million in 2003 was recorded representing refunds received. 


The IRS is currently examining the Corporation’s federal income tax returns for the years 2000 through 2002 as well 
as the tax returns of FleetBoston and certain other subsidiaries for years ranging from 1997 to 2000. The Corporation’s 
current estimate of the resolution of these various examinations is reflected in accrued income taxes; however, final 
settlement of the examinations or changes in the Corporation’s estimate may result in future income tax expense or 
benefit. 


Significant components of the Corporation’s net deferred tax liability at December 31, 2005 and 2004 are presented 
in the following table. 


December 31 


2004 

(Dollars in millions) 2005 (Restated) 
Deferred tax liabilities 
Equipment lease financing 6.5.6.6 cnc nies ck seni sven sese se ese ST SHEERS Ke ESS $6,455 $6,192 
TntangiDles a5, wtih high Lee be Guy os Whey de rewaie oe ace tian dae bien al aes ebeim Mea vaara abe bee 1,138 803 
INVESIMEN GS cia. xs tse er ee eNEe Seanad er eine Gara cade noise setae oo 238 1,088 
State dicome Taxes! oes sca gad atewaae dew eaind.cote pas ee Aa kaglasenbaodonediayaes 168 222 
Fix6d -ASSOUS: cia odandicdos ssid kaos BA eaT oS ssa waS DEDEDE TEER ETA DERE EEE Dee TOS 152 47 
Loan fees anid expenses 2.660... 5 ck cece eens pees cane d eee eeeeeeascaneseaneweneees 142 = 
Deferred gains and losses «ii..ccc sac ccs cee ba eee tee ce de es Ga ewe Oa eed oa Shee 15 O51 
OCCT a. Goss at ect tisj mete eons ny mesint syn chee See ann oa ecne Bayt abet he A arbigg es nena ePerine bee ene ARCarn ante ncaa 1,122 874 

Gross deferred tax liabilities .......... 0... ccc cece nee 9,430 9,477 
Deferred tax assets 
Security Valuations: vis osc ie adini es Gis eae ds eaeuins Reno ear ee eaadmens Sues ae eeaaene es 2,822 2,434 
Allowance foricredit 1Ossesi « ssuiy.t 09 saeenie-y eiicedegactinaners Wie y diblte Bok anew ndue hielo abeacet bad ws 2,623 2,973 
Avatlable-for-sale securities a.).c.005 c0cescssuaiieera Kanes oee sea NeECeRe EME RERY 1,845 146 
Accrued expenses: «issadacks paver dda dead ene eekd tide Leaded vale Dida dea wew sn vee’ 1,235 533 
Employee compensation and retirement benefits .......... 00... ccc 559 648 
Foreign tax credit carryforward. oc... ess ead te nan ees ga Reis eae eee eis gages eae gee 169 467 
Loan fees ‘and expenses «2.6 icc cea ecds eee eke ee eee hae Wee Re be we REED wed Re eee = QA1 
OTST soe id tessa a trite case ete eicsag ne svc, acer teastay seine ana sate sere araetavaa auaasa snag eemseaser metadata 416 1,288 

Gross deferred tax assetS 0.0.0... 0c ccc ccc cen eee tenet eee e eee eens 9,669 8,730 

Valuationallowance™ x... atdewien eal cane warihied aide daa vals atau (253) (155) 
Total deferred tax assets, net of valuation allowance ...............00 0c cece e eee 9,416 8,575 
Net deferred tax liabilities?) ............... 0.0.0... 00 e eee $ 14 $ 902 


© At December 31, 2004, $70 million of the valuation allowance related to gross deferred tax assets was attributable to the 
FleetBoston Merger. Future recognition of the tax attributes associated with these gross deferred tax assets would result in tax 
benefits being allocated to reduce Goodwill. 

(2) The Corporation’s net deferred tax liabilities were adjusted during 2005 and 2004 to include $279 million of net deferred tax 
liabilities and $2.0 billion of net deferred tax assets related to business combinations accounted for under the purchase method. 


The valuation allowance at December 31, 2005 and 2004 is attributable to deferred tax assets generated in certain 
state and foreign jurisdictions. During 2005, deferred tax assets were recognized for certain state temporary differences 
that had previously not been recognized. The valuation allowance change for 2005 was primarily attributable to these 
deferred tax assets, as management continues to believe it is more likely than not that realization of these assets will not 
occur. 


The foreign tax credit carryforward reflected in the table above represents foreign income taxes paid that are 
creditable against future U.S. income taxes. If not used, these credits begin to expire after 2012 and could fully expire 
after 2014. 
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The American Jobs Creation Act of 2004 (the Act) provides U.S. companies with the ability to elect to apply a special 
one-time tax deduction equal to 85 percent of certain earnings remitted from foreign subsidiaries, provided certain 
criteria are met. Management elected to apply the Act for 2005 and recorded a one-time tax benefit of $70 million for the 
year ended December 31, 2005. 


At December 31, 2005 and 2004, federal income taxes had not been provided on $1.4 billion and $1.1 billion of 
undistributed earnings of foreign subsidiaries, earned prior to 1987 and after 1997 that have been reinvested for an 
indefinite period of time. If the earnings were distributed, an additional $249 million and $221 million of tax expense, 
net of credits for foreign taxes paid on such earnings and for the related foreign withholding taxes, would result in 2005 
and 2004. 


Note 19—F air Value of Financial Instruments 


SFAS No. 107, “Disclosures About Fair Value of Financial Instruments” (SFAS 107), requires the disclosure of the 
estimated fair value of financial instruments. The fair value of a financial instrument is the amount at which the 
instrument could be exchanged in a current transaction between willing parties, other than in a forced or liquidation 
sale. Quoted market prices, if available, are utilized as estimates of the fair values of financial instruments. Since no 
quoted market prices exist for certain of the Corporation’s financial instruments, the fair values of such instruments 
have been derived based on management’s assumptions, the estimated amount and timing of future cash flows and 
estimated discount rates. The estimation methods for individual classifications of financial instruments are described 
more fully below. Different assumptions could significantly affect these estimates. Accordingly, the net realizable values 
could be materially different from the estimates presented below. In addition, the estimates are only indicative of the 
value of individual financial instruments and should not be considered an indication of the fair value of the combined 
Corporation. 


The provisions of SFAS 107 do not require the disclosure of the fair value of lease financing arrangements and 
nonfinancial instruments, including intangible assets such as goodwill, franchise, and credit card and trust 
relationships. 


Short-term Financial Instruments 


The carrying value of short-term financial instruments, including cash and cash equivalents, time deposits placed, 
federal funds sold and purchased, resale and repurchase agreements, commercial paper and other short-term 
investments and borrowings, approximates the fair value of these instruments. These financial instruments generally 
expose the Corporation to limited credit risk and have no stated maturities or have short-term maturities and carry 
interest rates that approximate market. 


Financial Instruments Traded in the Secondary Market 


Held-to-maturity securities, AFS debt and marketable equity securities, trading account instruments and long-term 
debt traded actively in the secondary market have been valued using quoted market prices. The fair values of trading 
account instruments and securities are reported in Notes 4 and 6 of the Consolidated Financial Statements. 


Derivative Financial Instruments 


All derivatives are recognized on the balance sheet at fair value, net of cash collateral held and taking into 
consideration the effects of legally enforceable master netting agreements that allow the Corporation to settle positive 
and negative positions with the same counterparty on a net basis. For exchange-traded contracts, fair value is based on 
quoted market prices. For non-exchange traded contracts, fair value is based on dealer quotes, pricing models or quoted 
prices for instruments with similar characteristics. The fair value of the Corporation’s derivative assets and liabilities is 
presented in Note 5 of the Consolidated Financial Statements. 


Loans 


Fair values were estimated for groups of similar loans based upon type of loan and maturity. The fair value of loans 
was determined by discounting estimated cash flows using interest rates approximating the Corporation’s current 
origination rates for similar loans and adjusted to reflect the inherent credit risk. Where quoted market prices were 
available, primarily for certain residential mortgage loans and commercial loans, such market prices were utilized as 
estimates for fair values. 


Substantially all of the foreign loans reprice within relatively short timeframes. Accordingly, for foreign loans, the 
net carrying values were assumed to approximate their fair values. 
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Deposits 


The fair value for deposits with stated maturities was calculated by discounting contractual cash flows using current 
market rates for instruments with similar maturities. The carrying value of foreign time deposits approximates fair 
value. For deposits with no stated maturities, the carrying amount was considered to approximate fair value and does 
not take into account the significant value of the cost advantage and stability of the Corporation’s long-term 
relationships with depositors. 


The book and fair values of certain financial instruments at December 31, 2005 and 2004 were as follows: 
December 31 


2005 2004 
(Restated) 
Book Fair Book Fair 

(Dollars in millions) Value Value Value Value 
Financial assets 

TGA Sse tegeatees cae s oak ied bee ceca setatae ee atone eteh aes ee $545,238 $542,626 $492,033 $497,614 
Financial liabilities 

HG ORU Aoi nda tone Anas apcuaeabareaeseae ieee Arcee akoain es 634,670 633,928 618,570 618,409 

Long-termidebt® 2 oss caw cans ie Ba vagus Oa caegre eds sees Res anaes abeee dees 100,848 101,446 97,116 101,477 


Note 20—Business Segment Information 


The Corporation reports the results of its operations through four business segments: Global Consumer and Small 
Business Banking, Global Business and Financial Services, Global Capital Markets and Investment Banking, and Global 
Wealth and Investment Management. Certain operating segments have been aggregated into a single business segment. 
The Corporation may periodically reclassify business segment results based on modifications to its management 
reporting methodologies and changes in organizational alignment. 


Global Consumer and Small Business Banking provides a diversified range of products and services to individuals 
and small businesses through multiple delivery channels. Global Business and Financial Services serves domestic and 
international business clients providing financial services, specialized industry expertise and local delivery through a 
global team of client managers and a variety of businesses. During the third quarter of 2005, our operations in Mexico 
were realigned and are now included in the results of Global Business and Financial Services, rather than Global 
Capital Markets and Investment Banking. Global Capital Markets and Investment Banking provides capital-raising 
solutions, advisory services, derivatives capabilities, equity and debt sales and trading for the Corporation’s clients as 
well as traditional bank deposit and loan products, treasury management and payment services to large corporations 
and institutional clients. Also during the third quarter of 2005, the Corporation announced the future combination of 
Global Business and Financial Services and Global Capital Markets and Investment Banking that was effective on 
January 1, 2006. This new segment is called Global Corporate and Investment Banking. Global Wealth and Investment 
Management offers investment services, estate management, financial planning services, fiduciary management, credit 
and banking expertise, and diversified asset management products to institutional clients as well as affluent and 
high-net-worth individuals. 


All Other consists primarily of Equity Investments, the residual impact of the allowance for credit losses process, 
Merger and Restructuring Charges, intersegment eliminations, and the results of certain consumer finance and 
commercial lending businesses that are being liquidated. All Other also includes certain amounts associated with the 
ALM process, including the impact of funds transfer pricing allocation methodologies, amounts associated with the 
change in the value of derivatives used as economic hedges of interest rate and foreign exchange rate fluctuations that 
do not qualify for SFAS 133 hedge accounting treatment, gains or losses on sales of whole mortgage loans, and Gains on 
Sales of Debt Securities. 


Total Revenue includes Net Interest Income on a fully taxable-equivalent (FTE) basis and Noninterest Income. The 
adjustment of Net Interest Income to a FTE basis results in a corresponding increase in Income Tax Expense. The Net 
Interest Income of the business segments includes the results of a funds transfer pricing process that matches assets and 
liabilities with similar interest rate sensitivity and maturity characteristics. Net Interest Income of the business 
segments also includes an allocation of Net Interest Income generated by the Corporation’s ALM process. 


Certain expenses not directly attributable to a specific business segment are allocated to the segments based on 
pre-determined means. The most significant of these expenses include data processing costs, item processing costs and 
certain centralized or shared functions. Data processing costs are allocated to the segments based on equipment usage. 
Item processing costs are allocated to the segments based on the volume of items processed for each segment. The cost of 
certain centralized or shared functions are allocated based on methodologies which reflect utilization. 
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The following table presents Total Revenue on a FTE basis and Net Income in 2005, 2004 and 2003, and Total 


Assets at December 31, 2005 and 2004 for each business segment, as well as All Other. 
Business Segments 
At and for the Year Ended December 31 


Total Corporation 
2004 2003 


Global Consumer and 
Small Business Banking” 


(Dollars in millions) 2005 (Restated) (Restated) 2005 2004 2003 
Net interest income (FTE basis) ................04 $ 31,569 $ 28677 $21,149 $ 17,053 $ 15,911 $11,052 
Noninterest income ............ 00 c cece een ee eens 25,354 21,005 17,329 11,823 9,245 8,542 
Total revenue (FTE basis) .................... 56,923 49,682 38,478 28,876 25,156 19,594 
Provision for credit losses ........... eee ence eee 4,014 2,769 2,839 4,271 3,333 1,694 
Gains (losses) on sales of debt securities ............ 1,084 1,724 941 (2) 117 13 
Amortization of intangibles .................00000- 809 664 217 551 441 139 
Other noninterest expense .............0 00 eee ee eee 27,872 26,348 19,938 12,889 12,114 9,460 
Income before income taxes .............-0000- 25,312 21,625 16,425 11,163 9,385 8,314 
Income tax expense ......... ccc eee cece eee eee eee 8,847 7,678 5,663 4,007 3,414 2,985 
Net income .............. 0.00000 e eee e eee $ 16,465 $ 13,947 $10,762 $ 7,156 $ 5,971 $ 5,329 


Period-end total assets .......................0. $1,291,803 $1,110,432 


Global Business 
and Financial Services 


$335,551 $336,902 


Global Capital Markets and 
Investment Banking” 


(Dollars in millions) _ 2005 2004 — 2008 200520042008 
Net interest income (FTE basis) ................04. $ 7,788 $ 6,534 $ 4,253 $ 3,298 $ 4,058 $ 4,233 
Noninterest income ............ cece esse cece nee 3,372 2,717 1,613 5,711 4,988 4,118 
Total revenue (FTE basis) ............... 11,160 9,251 5,866 9,009 9,046 8,351 
Provision for credit losses ........... 000.00 e eee ee (49) (442) 526 (244) (445) 308 
Gains (losses) on sales of debt securities ............ 146 — = 117 (10) (14) 
Amortization of intangibles ...................000. 132 113 30 AT 43 24 
Other noninterest expense ...............000000008 4,030 3,485 2,092 6,631 6,538 5,390 
Income before income taxes .............. 7,193 6,095 3,218 2,692 2,900 2,615 
Income tax expense ........ 0. eee ee eee 2,631 2,251 1,145 956 976 865 
Net income .................0.0 cece uae $ 4,562 $ 3,844 $2,073 $ 1,736 $ 1,924 $ 1,750 
Period-end total assets ................... $ 237,679 $ 214,045 $395,900 $303,897 
Global Wealth and 
Investment Management All Other 
2004 2003 
(Dollars in millions) 2005 2004 __ 2003-2005 ~—S (Restated) (Restated) 
Net interest income (FTE basis) .............0..00. $ 3,770 $ 2,869 $1,954 $ (840) $ (695) $ (848) 
Noninterest income ...............0.. 00 eee 3,623 3,064 2,078 825 991 978 
Total revenue (FTE basis) .................0. 7,393 5,933 4,032 485 296 635 
Provision for credit losses ........... 000.0 cece eee (5) (20) 11 41 343 300 
Gains on sales of debt securities ................0.. —_ — _ 823 1,617 942 
Amortization of intangibles .................00000- 74 62 20 5 5 4 
Other noninterest expense ...............0..200005 3,598 3,369 2,075 724 842 921 
Income before income taxes ...............000- 3,726 2,522 1,926 538 723 352 
Income tax expense (benefit) ............0 00 cece eee 1,338 917 687 (85) 120 (19) 
Net income .................. cece eee eee es $ 2,388 $ 1,605 $1,239 §$ 623 ¢$ 603 $ 871 
Period-end total assets ................0...00055 $ 127,156 $ 122,587 $195,517 $133,001 


(1) There were no material intersegment revenues among the segments. 
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The following tables present reconciliations of the four business segments’ Total Revenue on a FTE basis and Net 
Income to the Consolidated Statement of Income, and Total Assets to the Consolidated Balance Sheet. The adjustments 
presented in the table below include consolidated income and expense amounts not specifically allocated to individual 


business segments. 


Year Ended December 31 
2004 2003 

(Dollars in millions) 2005 (Restated) (Restated) 
Segments’ total revenue (FTE basis) 0.0.20... 000. e cece eect eee eens $56,438 $49,386 $37,843 
Adjustments: 

ALM activities 225 cae cieiias Deke seas nie Sie Shee ide da ey ee Ree e we (501) 20 421 

Hiquiity INVEStMeNts x... a eseiecs cece ase deeds aod. banevecg sane eles ard eaon bbe ecg Rec ae deed esd 1,372 448 (256) 

Taquidating businesses's vs s.cseie dosocnscaie dba the ba wie warenenbeale db dese she aw arene orale dhe 214 282 324 

FTE basis adjustment: 6c sie sdeaacs eae staat eee ected aes ee ode ad a eck ote Bde (832) (717) (644) 

OTHER is sis ga cased ccc a Heads Sik rays BE eed Be WHE ee Meee SMe a DN eeu Boas BI Soe (600) (454) 146 

Consolidated revenue ................0 000 c cece eee e neces $56,091 $48,965 $37,834 

Segments’ nét Income ssc csc piesa cpaedend pees kesewaae nes eRe ee den eels $15,842 $13,344 $10,391 
Adjustments, net of taxes: 

ALM activities ..viic..2ccaeteeds dabsaae sede eeces dae stat eeabeteds taaos 52 869 802 

Hquity investMents iiss. 4,2 ..65.5 ges ewn toad Medea eee hs paws Rak LVR ea SY 796 202 (246) 

Liquidating businesses ........0. 0.0 ccc ccc eect ete e eens 109 78 (21) 

Merger and restructuring charges .......... 0. cece ee eee eee e eee e eens (275) (411) — 

Litigation expense eis scccn de cusieaasetrinnins dae dais haan ae See deat aa ge ane (33) 66 (150) 

OTS See cst gdh nceac cats gba ed valsnaeh endeau cat phdbea bed inal aabbindnin cians sesbne tae hwalie ibe Andes (26) (201) (14) 

Consolidated net income.................00ccceeeeeeeeeeeeeeees $16,465 $13,947 $10,762 


(1) Includes pre-tax Gains on Sales of Debt Securities of $823 million, $1,612 million and $938 million in 2005, 2004 and 2003, 


respectively. 
December 31 
2004 
(Dollars in millions) __ 2005 ——_ Restated) 
Segments’ totaliassets . )icc.cuadscanwesdasakoesadedawebad peaeesadedaresadese $1,096,286 $ 977,431 
Adjustments: 
ALM activities, including securities portfolio ......... 0.00... cece eee eee 365,068 339,423 
Equity investments 2.2... 6... ccc ccc ccc cece eee eens 6,712 7,625 
Liquidating bUSINESSEeS: ysiis.cesig std phage oe op ea eee Pea HES HEEE Aue SOE RE 3,399 4,390 
Elimination of excess earning asset allocations ................0 000 ee eeu (206,940) (232,954) 
er cette cat nan gee tained Nerasce dt ats Meets tae hata 27,278 14,517 
Consolidated total assets .............0 00. c cece eects $1,291,803 $1,110,432 
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Note 21—Parent Company Information 


The following tables present the Parent Company Only financial information: 


Condensed Statement of Income 


Year Ended December 31 
2004 2003 

(Dollars in millions) 2005 (Restated) (Restated) 
Income 
Dividends from subsidiaries: 

Bank subsidiaries ........ 0.0 ccc cece eee cece cece cece eens eee ene neeens $10,400 $8,100 $ 8,950 

Other Subsidiaries: i045 tee chons ada hein nk SM Me dees ad Pe bod ew Fie Ra S, Shenk dO RE Res 63 133 34 
Interest from subsidiaries s.<i:cc04-00000acaes denice hween he ee oe beaded ddan beaey 2,581 1,085 610 
Other incoMe «2.2 260-.4644%4¢a-pedeee eds Gals aah daa eked eae Ree eee een als 1,719 2,463 2,717 

Total Imcome ...... 6... ee ee teen nen e eee teen enees 14,763 11,781 12,311 
Expense 
Interest on borrowed funds ............ ccc een n nent n ene n ene enes 3,843 2,876 2,153 
Noninterest expense ....... 20... cee eee c enn nen enn teen eens 2,636 2,057 2,310 

Totalexpense. o6:c24ctnesc pase nase bated annenghre gers cudgeneads 6,479 4,933 4,463 
Income before income taxes and equity in undistributed earnings of subsidiaries ...... 8,284 6,848 7,848 
Income tax benefit: . i604 65 che bebe hiw ian sod d bead aba T aoa eee Rees 791 360 596 
Income before equity in undistributed earnings of subsidiaries ...................00. 9,075 7,208 8,444 
Equity in undistributed earnings of subsidiaries: 

Bank subsidiaries: i. 5.5.440cccasied ae ead hbt pacino aus odode tale od donee 6,518 6,165 2,224 

Other subsidiaries ......... 0. ccc ccc cc een eee beeen ent e teen ee eene 872 574 94 

Total equity in undistributed earnings of subsidiaries ............... 7,390 6,739 2,318 

NGtANGCOME: 3 bic. iihd a k deers ete ant ed Beh Geta badd eho Sree cd ducts even oe $16,465 $13,947 $10,762 
Net income available to common shareholders ................000 00 cee eueues $16,447 $13,931 $10,758 


Condensed Balance Sheet 


December 31 


2004 

(Dollars in millions) 2005 (Restated) 
Assets 
Cash held-at bank subsidiahiés: 00:2 gadaeinbs a bane cee niecobuelel donde sadea wiktanieeeloges $ 49,670 $ 47,138 
Sectivities: ¢.4-:ceac0didd 4 diduadeobew id biwsd Jada beeen den eeaaeseoietieehcuawedsaes 2,285 2,694 
Receivables from subsidiaries: 

Bank ‘subsidiaries: os i026 04-ccnce nt Ae ects Lek eb oa eared eh chackah Lanes heat ee keke 14,581 10,531 

Other subsidiaries’ 2/04. iaSiedas ede auwhaet b4eu oa eee wen SN eee Magee ees 18,766 19,897 
Investments in subsidiaries: 

Bank subsidiaries 22.2454 .4..b0h008 esse eau eb ideeeriadasadediwebeneee ness eae wed 119,210 114,334 

OtHEr SUBSIGIATIES: “= 5.3.65 nce 'd tele eecacte aldugadiech aie ace deaug ena esesar dy Sladataued laos a Bene Hee acetate wed 2,472 1,499 
Other assets) © .s.0cc.ab ei bee wetted Mandated hea on eet oe ghaie Silene eoeee de aeeitns Gee eae aed 13,685 14,036 

TotalasSsets: 3h ceidh dik it ace eke Oe DeVoe adds need ete seeee tae ceaeheeeueddebes $220,669 $210,129 
Liabilities and shareholders’ equity 
Commercial paper and other short-term borrowings ........... 00 cece cee cence tee eee eeas $ 19,333 $ 19,611 
Accrued expenses and other liabilities ......... 0.0 nent n eens 7,228 7,124 
Payables to subsidiaries: 

Bank subsidiaries. ..<242444.-c0e0e8 essa sees bod deeeiewasadedde che geeebeeeeaeaed 1,824 487 

Other SUbSIGIAVIES: 65.4555. vsq.ce-e son ate elaneigth atala ce haty ena. k tw d, anetae dal dae dane ceed gana bod 2,479 765 
Long-term: debt: . sy /anenn nia K os tae 22h aed beta ceks Ses me a hee eee eae ee wee eee iet 88,272 81,907 
Shareholders equity. 2251.4 0% .diiudede star giaeees beatae geiee aes ewes ean Re oR Rene a eS 101,533 100,235 

Total liabilities and shareholders’ equity ............... 0.0 c ccc cece tne eens $220,669 $210,129 
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Condensed Statement of Cash Flows 


Year Ended December 31 
2004 2003 
(Dollars in millions) 2005 (Restated) (Restated) 
Operating activities 
Net INCOM assy sdismacy dx stand $e bees aug) Cha wre nes BEE EOE SEE ORG BE Hee RD Uh rRAe HE dine HS $ 16,465 $13,947 $10,762 
Reconciliation of net income to net cash provided by operating activities: 
Equity in undistributed losses of subsidiaries ........... 0... c ccc ccc cece e eens (7,390) (6,739) (2,318) 
Other operating activities, Het. ...4 veces ek de veeda Wee ewes a Sade aad Heese edad es Hee eae ee (1,035) (1,487) 295 
Net cash provided by operating activities ........ 0. ns 8,040 5,721 8,739 
Investing activities 
Net (purchases) sales of securities ...... 0... cece ccc eee ene nes 403 (1,348) (59) 
Net payments from (to) subsidiaries .......... 00. ccc ccc ete e eee te ene e tenn ees (3,145) 821 (1,160) 
Other investing activities, net 2.0... een cence nee e nee e nee ene (3,001) 3,348 (1,598) 
Net cash provided by (used in) investing activities ......... 0.0. c ccc ccc eee ene (5,743) 2,821 (2,817) 
Financing activities 
Net increase (decrease) in commercial paper and other short-term borrowings ................. (292) 15,937 2,482 
Proceeds from issuance of long-term debt ........ 0... cece eee eens 20,477 19,965 14,713 
Retirement:of long-term debt. i066. 260s ccsseea cede eedeeweteedien dee eeewea seaitwe dae ene (11,053) (9,220) (5,928) 
Proceeds from issuance of common stock ......... 0.0 cc cece cc cece eee eee e eee e ence teens 3,077 3,939 4,249 
Commion:stock repurchased i900 es cg bene bebo ace eee he Coad Vee ewea ees ee REN eee hee (5,765) (6,286) (9,766) 
Cash dividends! paid 23.5.2.5.<a.P esate cata tds ddaine ahs cdos eadih ed bh ohaehd oo aa EHS aaah ede REE (7,683) (6,468) (4,281) 
Other financing: activities; Ht ...56.6 chee eee ena eek ee He BRE RRM EER EK Te eae TRE MRSS 1,474 293 201 
Net cash provided by financing activities ......... 0.0 ns 235 18,160 1,670 
Net increase in cash held at bank subsidiaries ........... 0... c cece eee een eee ene nee 2,532 26,702 7,592 
Cash held at bank subsidiaries at January 1 ......... 0. eee cece tenet eens 47,138 20,436 12,844 
Cash held at bank subsidiaries at December 31 ................. 000. c cece eee $ 49,670 $47,138 $20,436 
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Note 22—Performance by Geographical Area 


Since the Corporation’s operations are highly integrated, certain asset, liability, income and expense amounts must 
be allocated to arrive at Total Assets, Total Revenue, Income (Loss) Before Income Taxes and Net Income (Loss) by 
geographic area. The Corporation identifies its geographic performance based upon the business unit structure used to 
manage the capital or expense deployed in the region as applicable. This requires certain judgments related to the 
allocation of revenue so that revenue can be appropriately matched with the related expense or capital deployed in the 
region. 


At December 31 Year Ended December 31 
Income (Loss) Net 

Total Total Before Income Income 

Wollars isoullions) Zeer ete. even eee Ao. 
Domestic@ 6.35 ntanenieeedsear dye ae eneeeaieeeened 2005 $1,195,212 $52,714 $22,790 $15,357 
(Restated) 2004 1,046,727 46,252 19,852 13,246 

(Restated) 2003 36,444 15,859 10,786 

PASTE ete ce eit ce Mieve tng inte cant ite So Latte apne Chachi Meee Deka 2005 28,442 727 360 255 
2004 21,658 674 260 192 

2003 416 57 54 

Europe, Middle East and Africa .............0 0.0. cece ee eee 2005 51,917 1,257 355 229 
2004 27,580 1,136 335 224 

2003 850 25 23 

Latin America and the Caribbean .................0000000.8 2005 16,232 1,393 975 624 
2004 14,467 903 461 285 
2003 124 (160) (101) 

Total Foreign © .).:..6% as wsccneak seach ekn dad wea ee 2005 96,591 3,377 1,690 1,108 
2004 63,705 2,713 1,056 701 
2003 1,390 (78) (24) 

Total Consolidated ...................... 2005 $1,291,803 $56,091 $24,480 $16,465 
(Restated) 2004 1,110,482 48,965 20,908 13,947 

(Restated) 20038 37,834 15,781 10,762 


(1) Total Assets includes long-lived assets, which are primarily located in the U.S. 

(2) There were no material intercompany revenues between geographic regions for any of the periods presented. 

(3) Includes the Corporation’s Canadian operations, which had Total Assets of $4,052 million and $4,849 million at December 31, 2005 
and 2004; Total Revenue of $113 million, $88 million, and $96 million; Income before Income Taxes of $66 million, $49 million, and 
$60 million; and Net Income of $56 million, $41 million, and $12 million for the years ended December 31, 2005, 2004 and 2003. 
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Note 23—Restatement of Quarterly Financial Statements (unaudited) 


Consolidated Statement of Income 


The following tables set forth the effects of the restatement for the quarters in 2005 and 2004. 
2005 Quarters 


Fourth Third Second First 
(Dollars in millions, except per As Previously As Previously As Previously As Previously 
share information) Reported Restated Reported Restated Reported Restated Reported Restated 
Interest income 
Interest and fees on loans and leases... $ 9,559 $ 9,536 $ 8,956 $ 8,933 $ 8,312 $ 8,294 $ 8,107 $ 8,080 
Interest and dividends on securities .... 2,819 2,815 2,797 2,793 2,799 2,796 2,534 2,533 
Federal funds sold and securities 
purchased under agreements to 
Tyco ee es ener nme ne nt as 1,462 1,477 1,372 1,382 1,252 1,249 893 904 
Trading account assets ............... 1,585 1,585 1,550 1,550 1,426 1,426 1,182 1,182 
Other interest income ................ 605 605 547 547 502 502 437 437 
Total interest income............. 16,030 16,018 15,222 15,205 14,291 14,267 13,153 13,136 
Interest expense 
DGPGSHS iis wee vaven sande eww seuss ase 2,434 2,476 2,439 2,471 2,379 2,363 2,043 2,182 
Short-term borrowings ............... 3,902 3,855 3,250 3,190 2,677 2,582 1,969 1,988 
Trading account liabilities ............ 619 619 707 707 611 611 427 427 
Long-term debt...............0000005 1,215 1,209 1,053 1,102 974 1,074 841 1,033 
Total interest expense ............ 8,170 8,159 7,449 7,470 6,641 6,630 5,280 5,630 
Net interest income ................ 7,860 7,859 7,773 7,735 7,650 7,637 7,873 7,506 
Noninterest income 
Service charges ............:00eeeeue 1,927 1,927 2,080 2,080 1,920 1,920 1,777 1,777 
Investment and brokerage services .... 1,062 1,062 1,060 1,060 1,049 1,049 1,013 1,013 
Mortgage banking income ............ 215 215 180 180 189 189 221 221 
Investment banking income........... 537 537 522 522 431 431 366 366 
Equity investment gains.............. 481 481 668 668 492 492 399 399 
Card iMGOMe os acd doe wecceeetaccevenn 1,507 1,507 1,520 1,520 1,437 1,437 1,289 1,289 
Trading account profits............... 253 253 514 514 285 285 760 760 
Other income ...........c0cceceneves 280 (31) 290 (128) 562 1,152 324 207 
Total noninterest income ......... 6,262 5,951 6,834 6,416 6,365 6,955 6,149 6,032 
Total revenue ..................... 14,122 13,810 14,607 14,151 14,015 14,592 14,022 13,538 
Provision for credit losses ......... 1,400 1,400 1,159 1,159 875 875 580 580 
Gains on sales of debt securities .... 71 71 29 29 325 325 659 659 
Noninterest expense 
Personnel -2t0nicnnesk baer eaecwee ees 8,845 3,845 3,837 3,837 3,671 3,671 3,701 3,701 
OCCUPANCY 5.5 i.5:05 vA catanedeaarerd meaner 699 699 638 638 615 615 636 636 
EQuipmient, ..icusecscaseacaessevnns 305 305 300 300 297 297 297 297 
Marketi .ciacaanep ccna eaenage ana 265 265 307 307 346 346 337 337 
Professional fees .............0200005 283 283 254 254 216 216 177 177 
Amortization of intangibles ........... 196 196 201 201 204 204 208 208 
Data processing s.4.g6s ais exserann te 394 394 361 361 368 368 364 364 
Telecommunications ................- 219 219 206 206 196 196 206 206 
Other general operating .............. 1,055 1,055 1,061 1,061 985 985 1,019 1,019 
Merger and restructuring charges ..... 59 59 120 120 121 121 112 112 
Total noninterest expense......... 7,320 7,320 7,285 7,285 7,019 7,019 7,057 7,057 
Income before income taxes ........ 5,473 5,161 6,192 5,736 6,446 7,023 7,044 6,560 
Income tax expense ................ 1,705 1,587 2,065 1,895 2,150 2,366 2,349 2,167 
Net income ....................505: $ 3,768 $ 8,574 §$ 4,127 $ 3,841 $ 4,296 $ 4,657 $ 4,695 $ 4,393 
Net income available to common 
shareholders .................... $ 8,764 $ 3,570 $ 4,122 $ 3,836 $ 4,292 $ 4,653 $ 4,690 $ 4,388 
Per common share information 
AUHINeS 4 ose nd daha kw Mas Nid ease $ 0.94 §$ 0.89 §$ 1.03 $ 0.96 $ 1.07 $ 1.16 $ 1.16 $ 1.09 
Diluted earnings .................05- $ 0.93 $ 0.88 $ 1.02 $ 0.95 $ 1.06 $ 1.14 $ 1.14 $ 1.07 
Dividends paid ....0.6c00see secwss eve $ 0.50 $ 0.50 $ 0.50 $ 050 $ 045 $ 045 $ 045 $ 0.45 
Average common shares issued and 
outstanding (in thousands)....... 3,996,024 3,996,024 4,000,573 4,000,573 4,005,356 4,005,356 4,032,550 4,032,550 
Average diluted common shares 
issued and outstanding (in 
thousands) ...................4.. 4,053,859 4,053,859 4,054,659 4,054,659 4,065,355 4,065,355 4,099,062 4,099,062 


The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in its current report on Form 8-K filed on January 23, 


2006. 
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Consolidated Statement of Income 


2004 Quarters 
Fourth Third Second First 
(Dollars in millions, except per As Previously As Previously As Previously As Previously 
share information) Reported Restated Reported Restated Reported Restated Reported Restated 
Interest income 
Interest and fees on loans and leases... $ 7,919 $ 7,877 $ 7,508 $ 7,499 $ 7,237 $ 7,183 $ 5,549 $ 5,492 
Interest and dividends on securities .... 2,065 2,063 2,078 2,076 1,907 1,907 1,212 1,210 
Federal funds sold and securities 
purchased under agreements to 
BOGEN bs pects wake ww tage deen dios 712 699 484 464 413 385 434 392 
Trading account assets ............... 1,035 1,035 960 960 1,009 1,009 1,012 1,012 
Other interest income ................ 464 464 457 457 424 424 345 345 
Total interest income ............. 12,195 12,138 11,487 11,456 10,990 10,908 8,552 8,451 
Interest expense 
Deposits ......00..cccceeeeeeeeeeeees 1,829 1,764 1,711 1,616 1,529 1,427 1,206 1,114 
Short-term borrowings ............... 1,543 1,452 1,152 1,050 1,019 910 720 660 
Trading account liabilities ............ 352 352 333 333 298 298 334 334 
Long-term debt ..............00000005 724 1,020 626 942 563 907 491 814 
Total interest expense ............ 4,448 4,588 3,822 3,941 3,409 3,542 2,751 2,922 
Net interest income ................ 7,747 7,550 7,665 7,515 7,581 7,366 5,801 5,529 
Noninterest income 
Service charges .............00000005 1,891 1,891 1,899 1,899 1,783 1,783 1,416 1,416 
Investment and brokerage services .... 1,008 1,008 972 972 999 999 635 635 
Mortgage banking income ............ 156 156 (250) (250) 299 299 209 209 
Investment banking income........... 497 497 438 438 547 547 404 404 
Equity investment gains.............. 426 426 220 220 84 84 133 133 
Card ICOME . 6 ciiscs save se esa sus ease 1,380 1,380 1,258 1,258 1,159 1,159 795 795 
Trading account profits............... 269 269 184 184 413 414 3 2 
Other INCOME oi ccc ee sc cee ee aecevens 339 547 201 1,291 183 (415) 135 355 
Total noninterest income ......... 5,966 6,174 4,922 6,012 5,467 4,870 3,730 3,949 
Total revenue ..................... 13,713 13,724 12,587 13,527 13,048 12,236 9,531 9,478 
Provision for credit losses ......... 706 706 650 650 789 789 624 624 
Gains on sales of debt securities .... 101 101 732 333 795 795 495 495 
Noninterest expense 
Personnel «6.30 dard ema new cand newane 3,520 3,520 3,534 3,534 3,629 3,629 2,752 2,752 
OCCUPANCY ico iwSind eau caw aE Re eeRS 648 648 622 622 621 621 488 488 
EGUMIpMENt: iced nein dag keawaws 326 326 309 309 318 318 261 261 
Markenne..cnceeecanerenecksoans ax 337 337 364 364 367 367 281 281 
Professional fees ..............200005 275 275 207 207 194 194 160 160 
Amortization of intangibles ........... 209 209 200 200 201 201 54 54 
Data processing... ce cwes eves cone 371 371 341 341 333 333 284 284 
Telecommunications ................. 216 216 180 180 183 183 151 151 
Other general operating .............. 1,159 1,159 1,043 1,043 1,257 1,257 999 999 
Merger and restructuring charges ..... 272 272 221 221 125 125 - _ 
Total noninterest expense ......... 7,333 7,333 7,021 7,021 7,228 7,228 5,430 5,430 
Income before income taxes ........ 5,775 5,786 5,648 6,189 5,826 5,014 3,972 3,919 
Income tax expense ................ 1,926 1,931 1,884 2,086 1,977 1,673 1,291 1,271 
Net income ...4..06.6 ices eee aenen $ 3,849 §$ 8,855 = $ 3,764 §$ 4,103 $ 83,849 $ 3,341 $ 2,681 $ 2,648 
Net income available to common 
shareholders .................... $ 3,844 §$ 3,850 $ 3,759 $ 4,098 $ 3,844 §$ 3,336 $ 2,680 $ 2,647 
Per common share information 
Having 4.24 cian dep dennabeaded cede $ 0.95 $ 0.95 $ 0.93 $ 101 $ 0.95 $ 0.82 $ 0.93 $ 0.92 
Diluted earnings ................0.05 $ 0.94 §$ 0.94 §$ 0.91 $ 0.99 $ 0.93 $ 0.81 = $ 0.91 $ 0.90 
Dividends paid ..............00000005 $ 0.45 §$ 0.45 §$ 0.45 §$ 0.45 §$ 0.40 $ 0.40 §$ 0.40 $ 0.40 
Average common shares issued and 
outstanding (in thousands)....... 4,032,979 4,032,979 4,052,304 4,052,304 4,062,384 4,062,384 2,880,306 2,880,306 
Average diluted common shares 
issued and outstanding (in 
thousands) ...................... 4,106,040 4,106,040 4,121,375 4,121,375 4,131,290 4,131,290 2,933,402 2,933,402 
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Consolidated Balance Sheet 


2005 Quarters 
Fourth Third Second First 
As As As As 
Previously Previously Previously Previously 
(Dollars in millions) Reported” Restated Reported Restated Reported Restated Reported Restated 
Assets 
Cash and cash equivalents ...............000ee eee $ 36,999 $ 36,999 $ 32,771 $ 32,771 $ 33,935 $ 33,935 $ 28,698 $ 28,698 
Time deposits placed and other short-term 
INLVEStMENES? ;.o.s0/ssiad aaa a any aduna nase ah ences canes 12,800 12,800 11,236 11,236 9,682 9,682 11,223 11,223 
Federal funds sold and securities purchased under 
agreements to resell ............ 00. cece eee eee 149,785 149,785 135,409 135,409 149,287 149,287 139,396 139,396 
Trading account agséts 6.6... ccd es eke ey eenwnes’ 131,707 131,707 121,256 121,256 126,658 126,658 124,960 124,960 
Derivative agsets co... g cece cea een re wenn enes 23,712 23,712 26,005 26,005 26,019 26,019 26,182 26,182 
Securities: 
Available-for-sal€- x3 \cis-sncaycea saa sae marwieexures 221,556 221,556 227,349 227,349 233,412 233,412 218,675 218,675 
Held-to-maturity, at cost ........... 0.000. eee AT 47 136 136 174 174 275 275 
Total Securities *..,icdsec4sncewns pear easgwares 221,603 221,603 227,485 227,485 233,586 233,586 218,950 218,950 
Tooans atid leases 6 ss-c gcse crenata gees opie Rance 573,782 573,791 554,603 554,612 529,418 529,428 529,466 529,457 
Allowance for loan and lease losses ................ (8,045) (8,045) (8,326) (8,326) (8,319) (8,319) (8,313) (8,313) 
Loans and leases, net of allowance ............. 565,737 565,746 546,277 546,286 521,099 521,109 521,153 521,144 
Premises and equipment, net .............-.00-00 ee 7,786 7,786 7,659 7,659 7,602 7,602 7,531 7,531 
Mortgage servicing rights .................0000eee 2,807 2,806 2,764 2,763 2,366 2,365 2,668 2,667 
MOO WAND oy 2 ice seeds Sous waving deless Rcheseannaln ce a ease dag Sasespe boa 45,354 45,354 45,298 45,298 45,381 45,381 45,378 45,378 
Core deposit intangibles and other intangibles ...... 3,194 3,194 3,356 3,356 3,472 3,472 3,679 3,679 
OLDE BSSEIS! a. Vecdapueeeceseueei eed tae one eede 90,311 90,311 92,743 92,743 87,243 87,243 82,421 82,421 
Total assets ........ 0... cece $1,291,795 $1,291,803 $1,252,259 $1,252,267 $1,246,330 $1,246,339 $1,212,239 $1,212,229 
Liabilities 
Deposits in domestic offices: 
Noninterest-bearing ...............0 cece eee $ 179,571 $ 179,571 $ 174,990 $ 174,990 $ 175,427 $ 175,427 $ 166,499 $ 166,499 
Interest-bearing® oiisincsersxeciae sae eae Mee 384,155 384,155 390,973 390,973 397,778 397,778 403,534 403,534 
Deposits in foreign offices: 
Noninterest-bearing ...............0..-e eee 7,165 7,165 6,750 6,750 6,102 6,102 5,319 5,319 
Interest-bearing .......... 2... cee eee eee eee 63,779 63,779 53,764 53,764 56,110 56,110 54,635 54,635 
Total deposits: iis sicicceay ens ied eaeeee years 634,670 634,670 626,477 626,477 635,417 635,417 629,987 629,987 
Federal funds purchased and securities sold under 
agreements to repurchase ..............00000005 240,655 240,655 217,053 217,053 207,710 207,710 187,652 187,652 
Trading account liabilities......................2. 50,890 50,890 51,244 51,244 61,906 61,906 53,434 53,434 
Derivative liabilities .....0.. 606: casecwaeeseveeens 15,000 15,000 15,711 15,711 15,630 15,630 15,363 15,363 
Commercial paper and other short-term 
IDOTTOWANGS? a fi:cin 5. ai Sais G-stuaoages sien easy eat cang a da 116,269 116,269 107,655 107,655 93,763 93,763 93,440 93,440 
Accrued expenses and other liabilities ............. 31,749 31,938 32,976 33,250 34,470 34,940 35,081 35,319 
Linie-ter it CeUE .ccecev eens n cx dene narenes a enee eee 101,338 100,848 99,885 99,149 96,894 95,638 98,763 98,107 
Total liabilities .......................... 1,190,571 1,190,270 1,151,001 1,150,539 1,145,790 1,145,004 1,113,720 1,118,302 
Commitments and contingencies (Note 9) 
Shareholders’ equity 
Preferred stock, $0.01 par value; authorized— 
100,000,000 shares for all periods; issued and 
outstanding— 1,090,189 shares for all periods ..... 271 271 271 271 271 271 271 271 
Common stock and additional paid-in capital, $0.01 
PAP WAITS) oes ceaatuns ee eae eines etree 41,693 41,693 42,548 42,548 42,507 42,507 43,589 43,589 
Retained eg7Wings 0c. 66c esa ceedeeas saves teccoes 67,205 67,552 65,439 65,980 63,328 64,154 60,843 61,309 
Accumulated other comprehensive income (loss) ..... (7,518) (7,556) (6,509) (6,580) (4,992) (5,023) (5,559) (5,617) 
OUR idee chr sae che earesshnwradyewws kava eny (427) (427) (491) (491) (574) (574) (625) (625) 
Total shareholders’ equity ............... 101,224 101,533 101,258 101,728 100,540 101,335 98,519 98,927 
Total liabilities and shareholders’ 
CQUNY cicce fended cada iee denen sede $1,291,795 $1,291,803 $1,252,259 $1,252,267 $1,246,330 $1,246,339 $1,212,239 $1,212,229 


The Corporation provided unaudited financial information relating to the fourth quarter of 2005 in its current report on Form 8-K 


filed on January 23, 2006. 
®) Authorized—7,500,000,000 shares for the Fourth, Third, Second and First Quarters 


°) JTssued and outstanding—3,999,688,491 shares, 4,013,063,444 shares, 4,016,703,839 shares and 4,035,318,509 shares for the 


Fourth, Third, Second and First Quarters 
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(Dollars in millions) 


Assets 
Cash and cash equivalents 
Time deposits placed and other short-term 
investments 
Federal funds sold and securities purchased 
under agreements to resell 
Trading account assets 
Derivative assets 
Securities: 
Available-for-sale 
Held-to-maturity, at cost 


Total securities 


Loans and leases 
Allowance for loan and lease losses 


Loans and leases, net of allowance 


Premises and equipment, net 
Mortgage servicing rights 
Goodwill 
Core deposit intangibles and other 

intangibles 
Other assets 


Total assets 
Liabilities 
Deposits in domestic offices: 

Noninterest-bearing 
Interest-bearing 
Deposits in foreign offices: 
Noninterest-bearing 
Interest-bearing 


Total deposits 


Federal funds purchased and securities sold 

under agreements to repurchase 
Trading account liabilities 
Derivative liabilities 
Commercial paper and other short-term 

borrowings 
Accrued expenses and other liabilities 
Long-term debt 


Total liabilities 


Commitments and contingencies (Note 9) 


Shareholders’ equity 

Preferred stock, $0.01 par value“ 

Common stock and additional paid-in 
capital, $0.01 par value?) 

Retained earnings 

Accumulated other comprehensive income 
(loss) 


Total shareholders’ equity 


Total liabilities and 
shareholders’ equity 


() 
(2) 

and First Quarters 
(3) 
(4) 


Consolidated Balance Sheet 


Fourth 


As 
Previously 


2004 Quarters 
Third Second 
As As 
Previously Previously 


Reported Restated Reported Restated Reported Restated 


First 


As 
Previously 


Reported Restated 


28,936 $ 28,936 $ 29,252 $ 29,252 $ 31,789 31,789 22,296 22,296 
12,361 12,361 11,021 11,021 10,418 10,418 8,561 8,561 
91,360 91,360 104,570 104,570 81,437 81,437 73,057 73,057 
93,587 93,587 102,925 102,925 85,972 85,972 75,004 75,004 
30,235 30,235 25,398 25,398 25,908 25,908 28,481 28,481 
194,743 194,743 163,438 163,438 166,175 166,175 139,546 139,546 
330 330 420 420 478 478 242 242 
195,073 195,073 163,858 163,858 166,653 166,653 139,788 139,788 
521,837 521,813 511,639 511,613 498,481 498,452 375,968 375,938 
(8,626) (8,626) (8,723) (8,723) (8,767) (8,767) (6,080) (6,080) 
513,211 513,187 502,916 502,890 489,714 489,685 369,888 369,858 
7,517 7,517 7,884 7,884 7,797 7,797 6,076 6,076 
2,482 2,481 2,453 2,452 3,005 3,004 2,184 2,182 
45,262 45,262 44,709 44,709 44,672 44,672 11,468 11,468 
3,887 3,887 3,726 3,726 3,922 3,922 854 854 
86,546 86,546 74,117 74,117 73,444 73,444 62,317 62,317 
$1,110,457 $1,110,432 $1,072,829 $1,072,802 $1,024,731 1,024,701 799,974 799,942 
$ 163,833 $ 163,833 $ 155,406 $ 155,406 $ 154,061 154,061 121,629 121,629 
396,645 396,645 380,956 380,956 369,446 369,446 267,850 267,850 
6,066 6,066 5,632 5,632 5,499 5,499 2,805 2,805 
52,026 52,026 49,264 49,264 46,407 46,407 43,308 43,308 
618,570 618,570 591,258 591,258 575,413 575,413 485,592 435,592 
119,741 119,741 142,992 142,992 119,264 119,264 115,434 115,434 
36,654 36,654 36,825 36,825 29,689 29,689 27,402 27,402 
17,928 17,928 12,721 12,721 14,381 14,381 16,290 16,290 
78,598 78,598 61,585 61,585 63,162 63,162 56,614 56,614 
41,243 41,590 28,851 29,205 28,682 28,747 18,635 19,269 
98,078 97,116 100,586 99,582 98,319 98,082 = 81,231 79,474 
1,010,812 1,010,197 974,818 974,168 928,910 928,738 751,198 750,075 
271 271 271 271 322 322 53 53 
44,236 44,236 44,756 44,756 45,669 45,669 29 29 
58,006 58,773 55,979 56,739 54,030 54,452 51,808 52,738 
(2,587) (2,764) (2,669) (2,806) (3,862) (4,142) (2,743) (2,582) 
(281) (281) (326) (326) (338) (338) (371) (371) 
99,645 100,235 98,011 98,634 95,821 95,963 48,776 49,867 
$1,110,457 $1,110,432 $1,072,829 $1,072,802 $1,024,731 1,024,701 799,974 


799,942 


Fourth, Third, Second and First Quarters 


158 


Authorized—100,000,000 shares for the Fourth, Third, Second and First Quarters 
Issued and outstanding—1,090,189 shares, 1,090,189 shares, 2,292,013 shares and 1,239,563 shares for the Fourth, Third, Second 


Authorized—7,500,000,000 shares for the Fourth, Third, Second and First Quarters 
Issued and outstanding—4,046,546,212 shares, 4,049,062,685 shares, 2,031,328,433 shares and 1,445,487,313 shares for the 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Changes in Shareholders’ Equity, As Previously Reported 


For the Three, Six and Nine Months in 2005 


(Dollars in millions, shares in thousands) 
Balance, December 31, 2004 
Net income 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities 
Net unrealized gains (losses) on foreign 
currency translation adjustments 
Net gains (losses) on derivatives 
Cash dividends paid: 
Common 
Preferred 
Common stock issued under employee plans 
and related tax benefits 
Common stock repurchased 
Other 


Balance, December 31, 2004 
Net income 
Net unrealized gains (losses) on available- 
for-sale debt and marketable equity 
securities 
Net unrealized gains (losses) on foreign 
currency translation adjustments 
Net gains (losses) on derivatives 
Cash dividends paid: 
Common 
Preferred 
Common stock issued under employee plans 
and related tax benefits 
Common stock repurchased 
Other 


Balance, December 31, 2004 
Net income 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities 
Net unrealized gains (losses) on foreign 
currency translation adjustments 
Net gains (losses) on derivatives 
Cash dividends paid: 
Common 
Preferred 
Common stock issued under employee plans 
and related tax benefits 
Common stock repurchased 
Other 


Common Stock 


a Accumulated 
Additional Paid-in Ge os Total 
Capital . omprehensive Share- : 
Preferred Retained Income holders’ Comprehensive 
Stock Shares Amount Earnings (Loss) Other Equity Income 
$271 4,046,546 $44,236 $58,006 $ (2,587) $(281)$ 99,645 
4,695 4,695 $ 4,695 
(1,541) (1,541) (1,541) 
(5) (5) (5) 
(1,426) (1,426) (1,426) 
(1,830) (1,830) 
(5) (5) 
31,987 1,343 (344) 999 
(43,214) (1,990) (1,990) 
(23) (23) 
$271 4,035,319 $43,589 $60,843 $(5,559)  $(625)$ 98,519 $ 1,723 
$271 4,046,546 $44,236 $58,006 $ (2,587) $(281)$ 99,645 
8,991 8,991 $ 8,991 
584 584 584 
30 30 30 
(3,019) (3,019) (3,019) 
(3,640) (3,640) 
(9) (9) 
53,672 2,090 (292) 1,798 
(83,514) (3,819) (3,819) 
(20) (1) (21) 
$271 4,016,704 $42,507 $63,328 $(4,992) $(574) $100,540 $ 6,586 
$271 4,046,546 $44,236 $58,006 $ (2,587) $(281)$ 99,645 
13,118 13,118 $13,118 
(1,711) (1,711) (1,711) 
26 26 26 
(2,237) (2,237) (2,237) 
(5,658) (5,658) 
(14) (14) 
60,704 2,593 (211) 2,382 
(94,187) (4,281) (4,281) 
(13) sf (12) 
$271 4,013,063 $42,548 $65,439 $(6,509)  $(491)$101,258 $ 9,196 


At September 30, 2005, June 30, 2005, and March 31, 2005, Accumulated Other Comprehensive Income (Loss) includes Net 
Unrealized Gains (Losses) on AFS Debt and Marketable Equity Securities of $(1,908) million, $387 million and $(1,738) million, 
respectively; Net Unrealized Losses on Foreign Currency Translation Adjustments of $(129) million, $(125) million and $(160) 
million, respectively; Net Unrealized Gains (Losses) on Derivatives of $(4,338) million, $(5,120) million, and $(3,527) million, 
respectively; and Other of $(134) million, $(134) million and $(134) million, respectively. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Changes in Shareholders’ Equity, As Restated 
For the Three, Six and Nine Months in 2005 


Common Stock 
and Additional 
Paid-in Capital 


Accumulated 


Other 


Total 
Share- 


Preferred Retained Comprehensive holders’ Comprehensive 
(Dollars in millions, shares in thousands) Stock Shares Amount Earnings Income (Loss) Other Equity Income 
Balance, December 31, 2004 ............ $271 4,046,546 $44,236 $58,773 $ (2,764) $ (281) $100,235 
INGEAINCOME: i ia35.den bs grandieeantanenedn san 4,393 4,393 $ 4,393 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities ................ 000 ee (1,541) (1,541) (1,541) 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... (5) (5) (5) 
Net gains (losses) on derivatives .......... (1,306) (1,306) (1,306) 
Cash dividends paid: 
COMMON 64 aseages cca eaesaeedse gee (1,830) (1,830) 
Preferred wissiiigdadedddeeed dabesgadels (5) (5) 
Common stock issued under employee plans 
and related tax benefits ................ 31,987 1,348 (344) 999 
Common stock repurchased .............. (43,214) (1,990) (1,990) 
TER aan. Ah Sa reaattied os a aetar Seaicnchbe da daseaysranenat somnaesoetacs (22) (1) (23) (1) 
Balance, March 31, 2005 ............... $271 4,035,319 $43,589 $61,309 $(5,617) $(625)$ 98,927 $ 1,540 
Balance, December 31, 2004 ............ $271 4,046,546 $44,236 $58,773 $ (2,764) $(281) $100,235 
INGANGCOME.-3.ccn site reser atacteee area hae dniat ais 9,050 9,050 $ 9,050 
Net unrealized gains (losses) on available- 
for-sale debt and marketable equity 
SCCUTITICS - 4.sceces ds anand Avewend daar 584 584 584 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... 30 30 30 
Net gains (losses) on derivatives .......... (2,873) (2,873) (2,873) 
Cash dividends paid: 
Common ......... 00. c eee eee eee eee (3,640) (3,640) 
Preferted 4.235260 2d VAG eee Re Tes (9) (9) 
Common stock issued under employee plans 
and related tax benefits ................ 53,672 2,090 (292) 1,798 
Common stock repurchased .............. (83,514) (3,819) (3,819) 
TET “acai den. tag's ce sesitl Mca enedtun dante concer austtea hades (20) (1) (21) 
Balance, June 30, 2005 ................. $271 4,016,704 $42,507 $64,154 $(5,023) $(574) $101,335 $ 6,791 
Balance, December 31, 2004 ............ $271 4,046,546 $44,236 $58,773 $ (2,764) $ (281) $100,235 
Net INCOME: 5s .suy sated cae dasa wee ees 12,891 12,891 $12,891 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities .............. eee eee (1,711) (1,711) (1,711) 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... 26 26 26 
Net gains (losses) on derivatives .......... (2,130) (2,130) (2,130) 
Cash dividends paid: 
COMMON: 555. ahssosnaccus a Baba ecahoarh Sut dechuen ae (5,658) (5,658) 
PRELEYTED ois, siscesa esac ignie ie dew ae sais Niece (14) (14) 
Common stock issued under employee plans 
and related tax benefits ................ 60,704 2,593 (211) 2,382 
Common stock repurchased .............. (94,187) (4,281) (4,281) 
TER a: tase vata es csededtn co8ca ie teyatveti euecanie mc (12) (1) 1 (12) (1) 
Balance, September 30, 2005 ........... $271 4,013,063 $42,548 $65,980 $(6,580) $(491)$101,728 $ 9,075 


At September 30, 2005, June 30, 2005, and March 31, 2005, Accumulated Other Comprehensive Income (Loss) includes Net 
Unrealized Gains (Losses) on AFS Debt and Marketable Equity Securities of $(1,908) million, $387 million and $(1,738) million, 
respectively; Net Unrealized Losses on Foreign Currency Translation Adjustments of $(129) million, $(125) million and $(160) 
million, respectively; Net Unrealized Gains (Losses) on Derivatives of $(4,409) million, $(5,152) million, and $(3,585) million, 
respectively; and Other of $(134) million, $(134) million and $(134) million, respectively. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Changes in Shareholders’ Equity, As Previously Reported 


For the Three, Six and Nine Months in 2004 


Common Stock and 


Additional Paid-in Accumulated Total 
Capital . Other . Share- : 
Preferred Retained Comprehensive holders’ Comprehensive 
(Dollars in millions, shares in thousands) Stock Shares Amount Earnings Income (Loss) Other Equity Income 
Balance, December 31, 2003 ........... $ 54 2,882,288 $ 29 $50,198 $ (2,148) $(153) $47,980 
Net income s ocsi.504 62 sea Sodas Hae eae 2,681 2,681 $ 2,681 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities ................0.000. 661 661 661 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... 3 3 3 
Net gains (losses) on derivatives .......... (1,259) (1,259) (1,259) 
Cash dividends paid: 
COMMON 4. c.c caw asa eae de eee eee (1,158) (1,158) 
IPHELEPT EG. sshcsr.ccks bated dissueebr eave bvarpanviseinaes (1) (1) 
Common stock issued under employee plans 
and related tax benefits ................ 32,892 1,060 (218) 842 
Common stock repurchased .............. (24,306) (1,061) 88 (973) 
Conversion of preferred stock ............. (1) 100 1 
Balance, March 31, 2004 ............... $ 53 2,890,974 $ 29 $51,808 $(2,743) $(371) $48,776 $ 2,086 
Balance, December 31, 2003 ........... $ 54 2,882,288 $ 29 $50,198 $ (2,148) $(153) $47,980 
INGE INCOME 2s oss. acca ded & strani cin qrancae oan tne 6,530 6,530 $ 6,530 
Net unrealized gains (losses) on available- 
for-sale debt and marketable equity 
SOCUITMES oie discs cs dodier nid cds boots Beards bdnevecs (2,025) (2,025) (2,025) 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... (18) (18) (18) 
Net gains (losses) on derivatives .......... 329 329 329 
Cash dividends paid: 
COMATNON 6.5 esa sear sive subignecds dase trainer doe (2,796) (2,796) 
Preferred) oss cicse sa dawie nea seenn (6) (6) 
Common stock issued under employee plans 
and related tax benefits ................ 66,804 2,280 (183) 2,097 
Stock issued in acquisition ............... 271 1,186,728 46,480 46,751 
Common stock repurchased .............. (73,366) (3,076) 88 (2,988) 
Conversion of preferred stock ............. (3) 202 1 (2) 
OTHE? so eccccewscedacasacueee awe aaqud (45) 16 (2) (31) 
Balance, June 30, 2004 ................ $322 4,062,656 $45,669 $54,030 $(3,862) $(338) $95,821 $ 4,816 
Balance, December 31, 2003 ........... $ 54 2,882,288 $ 29 $50,198 $ (2,148) $(153) $47,980 
IN@t INCOME 5 e.4 bosese desecekeal ses rte diged id eee eben 10,294 10,294 $10,294 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities ................0.000. (390) (390) (390) 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... (9) (9) (9) 
Net gains (losses) on derivatives .......... (122) (122) (122) 
Cash dividends paid: 
COTTON: 5.5 jSaccss Bede's cigse discs date aus Rees aaieeeten’ (4,629) (4,629) 
De =) (2) 13 A (11) (11) 
Common stock issued under employee plans 
and related tax benefits ................ 89,603 3,037 (172) 2,865 
Stocks issued in acquisition .............. 271 1,186,728 46,480 46,751 
Common stock repurchased .............. (118,796) (4,837) 88 (4,749) 
Conversion of preferred stock ............. (54) 4,240 54 _ 
OTHER ibe dnd cae hand ae.eava cates epee (7) 39 (1) 31 
Balance, September 30, 2004........... $271 4,049,063 $44,756 $55,979 $(2,669) $(326) $98,011 $ 9,773 


® At September 30, 2004, June 30, 2004, and March 31, 2004, Accumulated Other Comprehensive Income (Loss) includes Net 
Unrealized Gains (Losses) on AFS Debt and Marketable Equity Securities of $(460) million, $(2,095) million and $591 million, 
respectively; Net Unrealized Losses on Foreign Currency Translation Adjustments of $(175) million, $(184) million and $(163) 
million, respectively; Net Unrealized Gains (Losses) on Derivatives of $(1,930) million, $(1,479) million, and $(3,067) million, 
respectively; and Other of $(104) million, $(104) million and $(104) million, respectively. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 
Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Changes in Shareholders’ Equity, As Restated 
For the Three, Six and Nine Months in 2004 


Common Stock and 


Additional Paid-in Accumulated Total 
Capital . Other | Share- . 
Preferred _____—"**_*___§___ Retained Comprehensive holders’ Comprehensive 
(Dollars in millions, shares in thousands) Stock Shares Amount Earnings Income (Loss) Other Equity Income 
Balance, December 31, 2003 ........... $ 54 2,882,288 $ 29 $51,162 $ (2,434) $(154) $48,657 
NGtANCOME:. 5...5.034 5 hose saree de wae Sbideeien 2,648 2,648 $ 2,648 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities ................0.0 eee 661 661 661 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... 3 3 3 
Net gains (losses) on derivatives .......... (812) (812) (812) 
Cash dividends paid: 
COMMON | stcceanda Seb sek a Bee eee (1,158) (1,158) 
Preferred siiciascarecomeeneageaeu as (1) (1) 
Common stock issued under employee plans 
and related tax benefits ............... 32,892 1,060 (218) 842 
Common stock repurchased .............. (24,306) (1,061) 88 (973) 
Conversion of preferred stock ............ (1) 100 1 = 
OEHCR a Seige Snead ecehindc se Ba4 Gua’ (1) = 1 = 
Balance, March 31, 2004 ............... $ 53 2,890,974 $ 29 $52,738 $(2,582) $(371) $49,867 $ 2,500 
Balance, December 31, 2003 ........... $ 54 2,882,288 $ 29 $51,162 $ (2,434) $(154) $48,657 
Neb IMCOME 656.34 ects dasacivicn ache caus. avate aa Sednans 5,989 5,989 $ 5,989 
Net unrealized gains (losses) on available- 
for-sale debt and marketable equity 
SCCUPITIOS: 4.455.044 dbive sce tgand s Huse Wee Se (2,025) (2,025) (2,025) 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... (18) (18) (18) 
Net gains (losses) on derivatives .......... 335 335 335 
Cash dividends paid: 
COTAIMON, 5 i552 Sb sna cnathe aise un etiiesils Anse (2,796) (2,796) 
Preferred ssid cee vege cece eee ee coer (6) (6) 
Common stock issued under employee plans 
and related tax benefits ............... 66,804 2,280 (183) 2,097 
Stocks issued in acquisition .............. 271 1,186,728 46,480 46,751 
Common stock repurchased .............. (73,366) (3,076) 88 (2,988) 
Conversion of preferred stock ............ (3) 202 1 (2) 
Other fb sngenice ees eneea deen gee ante’ (45) 15 — (1) (31) 
Balance, June 30, 2004 ................ $322 4,062,656 $45,669 $54,452 $(4,142) $(338) $95,963 $ 4,281 
Balance, December 31, 2003 ........... $ 54 2,882,288 $ 29 $51,162 $ (2,434) $(154) $48,657 
INGEINCOME: 2s ele ceescteien sce da dtenced gandvews 10,092 10,092 $10,092 
Net unrealized gains (losses) on 
available-for-sale debt and marketable 
equity securities ................0.000. (390) (390) (390) 
Net unrealized gains (losses) on foreign 
currency translation adjustments ....... (9) (9) (9) 
Net gains (losses) on derivatives .......... 27 27 27 
Cash dividends paid: 
COMMON oss daw case w nes nedaalievs (4,629) (4,629) 
PHOLCPT EG. 5. s5c4: sid nab eesesa Wesaae diand wares (11) (11) 
Common stock issued under employee plans 
and related tax benefits ............... 89,603 3,037 (172) 2,865 
Stocks issued in acquisition .............. 271 1,186,728 46,480 46,751 
Common stock repurchased .............. (113,796) (4,837) 88 (4,749) 
Conversion of preferred stock ............ (54) 4,240 54 _ 
OTHER 4s dese tetc te ceatig cave eres eee ee (7) 37 _ _ 30 
Balance, September 30, 2004........... $271 4,049,063 $44,756 $56,739 $(2,806) $(326) $98,634 $ 9,720 


© At September 30, 2004, June 30, 2004, and March 31, 2004, Accumulated Other Comprehensive Income (Loss) includes Net 
Unrealized Gains (Losses) on AFS Debt and Marketable Equity Securities of $(460) million, $(2,095) million and $591 million, 
respectively; Net Unrealized Losses on Foreign Currency Translation Adjustments of $(175) million, $(184) million and $(163) 
million, respectively; Net Unrealized Gains (Losses) on Derivatives of $(2,067) million, $(1,759) million, and $(2,906) million, 
respectively; and Other of $(104) million, $(104) million and $(104) million, respectively. 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Cash Flows 
Three Months Ended March 31 


2005 2004 
As Previously As Previously 
(Dollars in millions) Reported Restated Reported Restated 


Operating activities 
IN GT INCOME <4 Hess Sek od Bacto eee ahs dale name eis oa ia kainate $ 4,695 $ 4,393 $ 2,681 $ 2,648 
Reconciliation of net income to net cash provided by (used in) 

operating activities: 


Provision for credit losses ....... 0... ccc cece eee teens 580 580 624 624 
Gains on sales of debt securities ............ 0.0 cece cece ee (659) (659) (495) (495) 
Depreciation and premises improvements amortization ....... 240 240 209 209 
Amortization of intangibles ........... 0... eee e eee eee eee 208 208 54 54 
Deferred income tax benefit ........ 0.0... c cece cece ees (85) (267) (66) (86) 
Net increase in trading and derivative instruments ........... (13,041) (12,697) (8,528) (7,475) 
Net (increase) decrease in other assetS ...........000 cee eeee 4,283 4,283 (5,063) (5,063) 
Net decrease in accrued expenses and other liabilities ........ (4,489) (4,489) (8,252) (8,252) 
Other operating activities, net ........... 00. cece ee eee (3,707) (3,669) 3,275 2,275 
Net cash used in operating activities ..................4. (11,975) (12,077) (15,561) (15,561) 


Investing activities 
Net (increase) decrease in time deposits placed and other short- 


term investments ........ 0... ccc eee eee eee 1,138 1,138 (510) (510) 
Net (increase) decrease in federal funds sold and securities 
purchased under agreements to resell .............. 00000 eee (48,036) (48,036) 3,435 3,435 
Proceeds from sales of available-for-sale securities ............... 38,451 38,451 11,090 11,090 
Proceeds from maturities of available-for-sale securities .......... 10,181 10,181 1,848 1,848 
Purchases of available-for-sale securities .............0.00 000 eee (74,552) (74,552) (84,567) (84,567) 
Proceeds from maturities of held-to-maturity securities ........... 55 55 5 5 
Proceeds from sales of loans and leases ..............000 cee eeee 1,113 1,113 876 876 
Other changes in loans and leases, net............00 0c cee eee eee (9,560) (9,574) (6,133) (6,133) 
Additions to mortgage servicing rights, net .................0005- (168) (168) (249) (249) 
Net purchases of premises and equipment ................0.000. (254) (254) (249) (249) 
Proceeds from sales of foreclosed properties ..............-00000- 26 26 49 49 
Net cash paid for business acquisitions ...............:e ee eee eee (116) — (15) (15) 
Other investing activities, net ....... eee eee eens (72) (72) 800 800 
Net cash used in investing activities .................... (81,794) (81,692) (73,620) (73,620) 
Financing activities 
Net increase in deposits ......... 0.0. e ccc cee eee eee eens 11,417 11,417 21,479 21,479 
Net increase in federal funds purchased and securities sold under 
agreements to repurchase .......... 0.0. eee eee e eee eee 67,911 67,911 37,388 37,388 
Net increase in commercial paper and other short-term 
bOrroWiss 2. cecsoecctiditld ee hadhaeaeaeneeaeeeeeesds 14,842 14,842 21,634 21,634 
Proceeds from issuance of long-term debt ..............0..000005 4,768 4,768 7,558 7,558 
Retirement of long-term debt .............0 0c cc cece eee eee (2,702) (2,702) (2,507) (2,507) 
Proceeds from issuance of common stock ........... 0.00 eee eee 1,180 1,180 1,000 1,000 
Common stock repurchased ............00 ccc eee eee eee eens (1,990) (1,990) (973) (973) 
Cash dividends paid ‘54.0 ssccc0d sands erne ngs bea oerde wea owned (1,835) (1,835) (1,159) (1,159) 
Other financing activities, net .......... cece eee eee eee (37) (37) (23) (23) 
Net cash provided by financing activities ................ 93,554 93,554 84,397 84,397 
Effect of exchange rate changes on cash and cash equivalents...... (23) (23) (4) (4) 
Net decrease in cash and cash equivalents ................0.0005 (238) (238) (4,788) (4,788) 
Cash and cash equivalents at January 1 ......... 2.0... .0 cee eee 28,936 28,936 27,084 27,084 
Cash and cash equivalents at March 31.......... $ 28,698 $ 28,698 $22,296 $ 22,296 
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BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Cash Flows 


(Dollars in millions) 


Operating activities 


Net iicOMeé: sisi 6 sadness ba wench etc a bade deaeeratee els ws 


Reconciliation of net income to net cash provided by (used in) 
operating activities: 


Provision for credit losses ......... 00.0 ccc cece ee eee tenes 


Depreciation and premises improvements amortization ..... 
Amortization of intangibles ............ 0.000 cece eee eee 
Deferred income tax expense (benefit) ................000- 
Net increase in trading and derivative instruments ........ 
Net increase in other assets ........... 00 ccc eee eee ees 
Net decrease in accrued expenses and other liabilities ...... 
Other operating activities, net ........... 00... c eee eee eee 


Net cash used in operating activities.................. 


Investing activities 
Net decrease in time deposits placed and other short-term 


investmentS ........ 0... cece eee teen eee eeeee 


Net (increase) decrease in federal funds sold and securities 


purchased under agreements to resell .................00005 
Proceeds from sales of available-for-sale securities ............. 
Proceeds from maturities of available-for-sale securities ........ 
Purchases of available-for-sale securities ................00005 
Proceeds from maturities of held-to-maturity securities ......... 
Proceeds from sales of loans and leases .............0.0 eee cues 
Other changes in loans and leases, net ...........0 000: e ee eeee 
Additions to mortgage servicing rights, net.................00. 
Net purchases of premises and equipment ..................-- 
Proceeds from sales of foreclosed properties ................0-- 
Net cash (paid for) acquired in business acquisitions ........... 
Other investing activities, net ........ 0.0... 


Net cash used in investing activities .................. 


Financing activities 


Net increase in deposits .......... 0.0. c ccc cee tne eens 
Net increase in federal funds purchased and securities sold under 
agreements to repurchase ...........0 0. cece cece ee eee 


Net increase in commercial paper and other short-term 


DOLTOWINGS:. 6.5.0 ow aidea edd een e eed eka eee dae s dene 
Proceeds from issuance of long-term debt ...............-.0005 
Retirement of long-term debt ............ 000. c cece ee eee ee eee 
Proceeds from issuance of common stock .............-00eee eee 
Common stock repurchased ..........0 0.000 cece cece eens 
Cash dividends paid. « 4..0c06406¢54 00082 sgaene tees eeee tan dedes 
Other financing activities, net ......... 0.0.0. c cee eee eee 


Net cash provided by financing activities .............. 
Effect of exchange rate changes on cash and cash equivalents ... 


Net increase in cash and cash equivalents .................005 
Cash and cash equivalents at January 1 ..................005- 


Cash and cash equivalents at June 30 ......... 
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Six Months Ended June 30 
2005 2004 
As Previously As Previously 
Reported Restated Reported Restated 

$ 8,991 $ 9,050 $ 6,530 $ 5,989 

1,455 1,455 1,413 1,413 
(984) (984) (1,290) (1,290) 

478 478 AT7 AT7 

412 412 255 255 
391 425 (11) (335) 
(7,014) (6,897) (9,799) (10,444) 
(299) (299) (281) (281) 
(5,869) (5,869) (7,800) (7,800) 

(4,858) (5,150) (669) 842 
(7,297) (7,379) (11,175) (11,174) 

2,679 2,679 796 796 

(57,927) (57,927) 6,043 6,043 

140,666 132,006 37,729 37,729 

14,794 21,808 12,215 12,215 
(192,401) (190,755) (123,771) (123,771) 

156 156 5 5 

12,221 12,221 2,002 2,002 
(21,540) (21,574) (3,497) (3,498) 
(407) (407) (662) (662) 
(563) (563) (585) (585) 

58 58 97 97 

(116) _ 5,608 5,608 
306 306 (188) (188) 
(102,074) (101,992) (64,158) (64,159) 

16,847 16,847 21,266 21,266 

87,969 87,969 35,275 35,275 

15,165 15,165 22,000 22,000 

7,806 7,806 12,648 12,648 
(7,714) (7,714) (7,385) (7,385) 

1,927 1,927 2,052 2,052 
(3,819) (3,819) (2,988) (2,988) 
(3,649) (3,649) (2,802) (2,802) 
(58) (58) (9) (9) 

114,474 114,474 80,057 80,057 
(104) (104) (19) (19) 

4,999 4,999 4,705 4,705 

28,936 28,936 27,084 27,084 

$ 33,935 $ 33,935 $ 31,789 $ 31,789 


BANK OF AMERICA CORPORATION AND SUBSIDIARIES 


Notes to Consolidated Financial Statements— (Continued) 


Consolidated Statement of Cash Flows 


(Dollars in millions) 


Operating activities 
ING AM COTE osicseie, oe ese casd.rdnd 3 Aa Soleo ot ano sete O ad aied addy Subse toe oceeckace wheats 
Reconciliation of net income to net cash provided by (used in) 
operating activities: 
Provision for credit losses .......... 0.0. c cece cee eens 


Depreciation and premises improvements amortization ..... 
Amortization of intangibles .......... 0.0.0.0 eee eee eee 
Deferred income tax expense (benefit) ................004- 
Net increase in trading and derivative instruments ........ 
Net increase in other assets ........... 0. cece ccc eee eee 
Net decrease in accrued expenses and other liabilities ...... 
Other operating activities, net ........... 00... c eee eee eee 


Net cash used in operating activities.................. 


Investing activities 
Net decrease in time deposits placed and other short-term 
INVEStMENtS: gididedcdenneceves cele cathe aeue ee See nae alee at 
Net increase in federal funds sold and securities purchased under 
agreements toresell ......... 0... c ccc ect eeees 
Proceeds from sales of available-for-sale securities ............. 
Proceeds from maturities of available-for-sale securities ........ 
Purchases of available-for-sale securities ................00005 
Proceeds from maturities of held-to-maturity securities ......... 
Proceeds from sales of loans and leases .............000 eee cues 
Other changes in loans and leases, net ...........0 000: e eee 
Additions to mortgage servicing rights, net.................00. 
Net purchases of premises and equipment ..................-- 
Proceeds from sales of foreclosed properties .................-5 
Investment in China Construction Bank ...................40- 
Net cash (paid in) acquired in business acquisitions ............ 
Other investing activities, net ......... 0... eee eee 


Net cash used in investing activities .................. 


Financing activities 
Net increase in deposits ......... 0... cece cect eens 
Net increase in federal funds purchased and securities sold under 
agreements to repurchase ........... 0.00 cece cece eee ees 
Net increase in commercial paper and other short-term 
| 60) 20). 0 2 a eae eee ee 
Proceeds from issuance of long-term debt ................-0005 
Retirement of long-term debt ............ 0... c cece eee eee eee 
Proceeds from issuance of common stock ..............0000 000s 
Common stock repurchased ..........0 000 cece cece eens 
Cash dividends paid ............ ccc cece eee eee 
Other financing activities, net ......... 20... 0. ce cee eee ene 


Net cash provided by financing activities .............. 
Effect of exchange rate changes on cash and cash equivalents ... 


Net increase in cash and cash equivalents .................0-- 
Cash and cash equivalents at January 1 ..................005- 


Cash and cash equivalents at September 30 ... 
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Nine Months Ended September 30 


2005 2004 

As Previously As Previously 
$ 13,118 $ 12,891 $ 10,294 $ 10,092 
2,614 2,614 2,063 2,063 
(1,013) (1,013) (2,022) (1,623) 
716 716 723 723 
613 613 455 455 
262 126 (402) (524) 
(10,305) (10,503) (21,396) (22,153) 
(3,330) (3,130) (590) (590) 
(6,015) (6,015) (7,919) (7,919) 
(6,994) (6,718) (1,043) 20 
(10,334) (10,419) (19,837) (19,456) 
1,125 1,125 193 193 
(44,049) (44,049) (17,090) (17,090) 
143,079 143,079 77,860 88,425 
24,378 24,378 19,710 19,710 
(202,053) (202,053) (165,359) (176,323) 
194 194 63 63 
13,059 13,059 3,192 3,192 
(48,730) (48,763) (18,938) (18,942) 
(663) (663) (841) (841) 
(858) (858) (970) (970) 
101 101 145 145 
(2,500) (2,500) _ _ 
(118) - 5,593 5,615 
83 83 788 788 
(116,952) (116,867) (95,654) (96,035) 
7,907 7,907 37,111 37,111 
97,312 97,312 59,003 59,003 
29,057 29,057 20,424 20,424 
17,813 17,813 19,080 19,080 
(13,076) (13,076) (11,286) (11,286) 
2,215 2,215 2,729 2,729 
(4,281) (4,281) (4,749) (4,749) 
(5,672) (5,672) (4,640) (4,640) 
(104) (104) (41) (41) 
131,171 131,171 117,631 117,631 
(50) (50) 28 28 
3,835 3,835 2,168 2,168 
28,936 28,936 27,084 27,084 
$ 32,771 $ 32,771 $ 29,252 $ 29,252 


Item 9. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL 
DISCLOSURE 


There were no changes in or disagreements with accountants on accounting and financial disclosure. 


Item 9A. CONTROLS AND PROCEDURES 
(a) Restatement 


As a result of a recent interpretation on the “short cut” method of accounting for derivatives as hedges under of 
SFAS 133, the Corporation undertook additional review and testing related to the remediation of a significant deficiency 
outstanding at December 31, 2004 which had been previously reported to the Audit Committee. As a result of that 
review and testing, management identified additional deficiencies in the Corporation’s processes and procedures related 
to the accounting treatment of derivative transactions used as hedges against changes in interest rates and foreign 
currency values. 


After initial discussions with the Audit Committee Chair, the Audit Committee held a meeting on February 15, 2006 
to review with management the potential impact of these matters. After completing further analysis, management 
recommended to the Audit Committee, at a follow-up meeting held on February 21, 2006, that previously reported 
financial results be restated to eliminate hedge accounting for certain transactions. The Audit Committee agreed with 
management’s recommendation. In light of the restatement, the previously reported financial statements for the full 
year 2002 as well as the quarterly and annual periods in 2003, 2004, and 2005 should no longer be relied upon. 


(b) Evaluation of Disclosure Controls and Procedures 


In connection with the restatement, under the direction of our Chief Executive Officer and Chief Financial Officer, 
we reevaluated our disclosure controls and procedures. As a result we determined that a deficiency in processes and 
procedures over financial reporting of derivatives and hedging originally classified as a significant deficiency at 
December 31, 2004 should have been classified as a material weakness at December 31, 2004. Solely as a result of this 
material weakness, we concluded that our disclosure controls and procedures were not effective as of March 31, 2005, 
June 30, 2005, and September 30, 2005. 


(c) Remediation of Material Weakness in Internal Control 


We believe that we have fully remediated the material weakness in our internal control over financial reporting 
with respect to accounting for derivative transactions used as hedges as of December 31, 2005. The remedial actions 
included: 


e implementing additional management and oversight controls to review and approve hedging strategies and related 
documentation to ensure hedge accounting is appropriately applied with respect to SFAS 133; 

e discontinuing practices and processes where sustainable controls did not exist and automating other critical 
functions within the process; and 

e retesting our internal financial controls with respect to the deficiencies related to the material weakness to ensure 
they are operating effectively to ensure compliance with SFAS 133. 


In connection with this report, under the direction of our Chief Executive Officer and Chief Financial Officer, we 
have evaluated our disclosure controls and procedures currently in effect, including the remedial actions discussed 
above, and we have concluded that, as of December 31, 2005, our disclosure controls and procedures are effective. 


See Report of Management on page 87 for management’s report on the Corporation’s internal control over financial 
reporting which is incorporated herein by reference. 


Except for the remediation of the material weakness discussed above, there was no change in our internal control 
over financial reporting during the quarter ended December 31, 2005, that materially affected, or is reasonably likely to 


materially affect, our internal control over financial reporting. 


Item 9B. OTHER INFORMATION 


None 
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PART III 
Item 10. DIRECTORS AND EXECUTIVE OFFICERS OF THE REGISTRANT 


Information included under the following captions in the Corporation’s proxy statement relating to its 2006 annual 
meeting of stockholders (the “2006 Proxy Statement”) is incorporated herein by reference: 


“The Nominees”; 

“Section 16(a) Beneficial Ownership Reporting Compliance”; 
“Agreements with Certain Executive Officers”; and 
“Corporate Governance.” 


Additional information required by Item 10 with respect to executive officers is set forth in Part I, Item 4A hereof. 
Information regarding the Corporation’s directors is set forth in the Proxy Statement on pages 11 through 14 under “The 
Nominees.” 


The most recent certifications by the Corporation’s Chief Executive Officer and Chief Financial Officer pursuant to 
Section 302 of the Sarbanes-Oxley Act of 2002 are filed as Exhibits 31(a) and 31(b) to this report. The Corporation also 
has submitted to the New York Stock Exchange (the “NYSE”) its most recent annual certification by its Chief Executive 
Officer confirming that the Corporation has complied with the NYSE corporate governance standards, as required by 
Section 303A.12(a) of the NYSE-Listed Company Manual. 


Item 11. EXECUTIVE COMPENSATION 
Information included under the following captions in the 2006 Proxy Statement is incorporated herein by reference: 


“Director Compensation”; 

“Executive Compensation”; 

“Retirement Plans for Executive Officers”; 

“Agreements with Certain Executive Officers”; 

“Compensation Committee Interlocks and Insider Participation”; and 
“Certain Transactions.” 


Item 12. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND 
RELATED STOCKHOLDER MATTERS 


Information included under the following caption in the 2006 Proxy Statement is incorporated herein by reference: 
e “Stock Ownership.” 


See also Note 17 of the Consolidated Financial Statements for information on the Corporation’s equity compensation 
plans. 


Item 13. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS 
Information included under the following captions in the 2006 Proxy Statement is incorporated herein by reference: 


e “Compensation Committee Interlocks and Insider Participation”; and 
e “Certain Transactions.” 


Item 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES 
Information included under the following captions in the 2006 Proxy Statement is incorporated herein by reference: 


e §©6“Ratification of Independent Public Accountants.” 
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PART IV 
Item 15. EXHIBITS, FINANCIAL STATEMENT SCHEDULES 


The following documents are filed as part of this report: 
(1) Financial Statements: 


Report of Independent Registered Public Accounting Firm 
Consolidated Statement of Income for the years ended December 31, 2005, 2004 and 2003 
Consolidated Balance Sheet at December 31, 2005 and 2004 


Consolidated Statement of Changes in Shareholders’ Equity for the years ended December 31, 2005, 
2004 and 2003 


Consolidated Statement of Cash Flows for the years ended December 31, 2005, 2004 and 20038 
Notes to Consolidated Financial Statements 

(2) Schedules: 
None 


(3) The exhibits filed as part of this report and exhibits incorporated herein by reference to other documents 
are listed in the Index to Exhibits to this Annual Report on Form 10-K (pages E-1 through E-7, including 
executive compensation plans and arrangements which are identified separately by asterisk). 


With the exception of the information expressly incorporated herein by reference, the 2006 Proxy Statement is not to 
be deemed filed as part of this Annual Report on Form 10-K. 


168 


SIGNATURES 


Pursuant to the requirements of Section 13 of the Securities Exchange Act of 1934, the registrant has duly caused 
this report to be signed on its behalf by the undersigned, thereunto duly authorized. 


BANK OF AMERICA CORPORATION 


Date: March 16, 2006 By: */s/ KENNETH D. LEWIS 


Kenneth D. Lewis 
Chairman, Chief Executive Officer and President 


Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 
following persons on behalf of the registrant and in the capacities and on the dates indicated. 


Signature Title Date 
*/s/ KENNETH D. LEWIS Chairman, Chief Executive Officer and March 16, 2006 
Kenneth D. Lewis President and Director (Principal 


Executive Officer) 


*/s/ ALVARO G. DE MOLINA Chief Financial Officer (Principal March 16, 2006 
Alvaro G. de Molina Financial Officer) 
*/s/ NEIL A. COTTY Senior Vice President and Chief March 16, 2006 
Neil A. Cotty Accounting Officer (Principal Accounting 
Officer) 
*/s/ WILLIAM BARNET, III Director March 16, 2006 


William Barnet, IIT 


*/s/ FRANK P. BRAMBLE, SR. Director March 16, 2006 
Frank P. Bramble, Sr. 


*/s/ CHARLES W. COKER Director March 16, 2006 
Charles W. Coker 


*/s/ JOHN T. COLLINS Director March 16, 2006 
John T. Collins 


*/s/ GARY L. COUNTRYMAN Director March 16, 2006 


Gary L. Countryman 


*/s/ TomMy R. FRANKS Director March 16, 2006 
Tommy R. Franks 


*/s/ PAUL FULTON Director March 16, 2006 
Paul Fulton 
*/s/ CHARLES K. GIFFORD Director March 16, 2006 


Charles K. Gifford 


*/3/ W. STEVEN JONES Director March 16, 2006 


W. Steven Jones 


*/s/ WALTER E. MASSEY Director March 16, 2006 
Walter E. Massey 
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Signature 


*/s/ THOMAS J. MAY 


Thomas J. May 


*/s/ PATRICIA E. MITCHELL 


Patricia E. Mitchell 


*/s/ EDWARD L. ROMERO 


Edward L. Romero 


*/s/ THOMAS M. RYAN 


Thomas M. Ryan 


*/s/ QO. TEMPLE SLOAN, JR. 


O. Temple Sloan, Jr. 


*/s/ MEREDITH R. SPANGLER 


Meredith R. Spangler 


*/s/ JACKIE M. WARD 


*By: 


Jackie M. Ward 


/s/ WILLIAM J. MOSTYN III 


William J. Mostyn III 
Attorney-in-Fact 


Director 


Director 


Director 


Director 


Director 


Director 


Director 
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Title 


Date 


March 16, 2006 


March 16, 2006 


March 16, 2006 


March 16, 2006 


March 16, 2006 


March 16, 2006 


March 16, 2006 


Exhibit No. 


(g) 


(h) 


(i) 


@) 


(k) 


INDEX TO EXHIBITS 


Description 


Agreement and Plan of Merger dated as of June 30, 2005, between the registrant and MBNA Corporation, 
incorporated by reference to Exhibit 2.1 of registrant’s Current Report on Form 8-K filed July 6, 2005. 


Amended and Restated Certificate of Incorporation of registrant, as in effect on the date hereof, incorporated by 
reference to Exhibit 99.1 of registrant’s Current Report on Form 8-K filed May 7, 1999. 


Certificate of Amendment of Amended and Restated Certificate of Incorporation of registrant, as in effect on the date 
hereof, incorporated by reference to Exhibit 3.1 of registrant’s Current Report on Form 8-K filed March 30, 2004. 


Amended and Restated Bylaws of registrant, as in effect on the date hereof, incorporated by reference to Exhibit 3.1 of 
registrant’s Current Report on Form 8-K filed December 14, 2005. 


Specimen certificate of registrant’s Common Stock, incorporated by reference to Exhibit 4.13 of registrant’s 
Registration No. 333-83503. 


Specimen certificate of registrant’s 7% Cumulative Redeemable Preferred Stock, Series B, incorporated by reference 
to Exhibit 4(c) of registrant’s 1998 Annual Report on Form 10-K (the “1998 10-K”). 


Amended Certificate of Designation of registrant’s 6.75 % Perpetual Preferred Stock, incorporated by reference to 
Exhibit 4.1 of registrant’s Current Report on Form 8-K filed March 30, 2004. 


Amended Certificate of Designation of registrant’s Fixed/Adjustable Rate Cumulative Preferred Stock, incorporated 
by reference to Exhibit 4.2 of registrant’s Current Report on Form 8-K filed March 30, 2004. 


Deposit Agreement relating to registrant’s Series VI 6.75% Perpetual Preferred Stock of Fleet Financial Group, Inc., 
dated as of February 21, 1996, by and among Fleet Financial Group, Inc., Fleet National Bank, as depositary, and the 
holders from time to time of the Depositary Shares, incorporated by reference to Exhibit 4.3 of registrant’s Current 
Report on Form 8-K filed March 30, 2004. 


Amendment to the Deposit Agreement relating to registrant’s Series VI 6.75% Perpetual Preferred Stock of Fleet 
Financial Group, Inc. and dated as of February 21, 1996, effective as of April 1, 2004, by and between Bank of 
America Corporation and EquiServe, Inc., incorporated by reference to Exhibit 4.4 of registrant’s Current Report on 
Form 8-K filed March 30, 2004. 


Deposit Agreement relating to registrant’s Series VII Fixed/Adjustable Rate Cumulative Preferred Stock of Fleet 
Financial Group, Inc., dated as of April 1, 1996, by and among Fleet Financial Group, Inc., Fleet National Bank, as 
depositary, and the holders from time to time of the Depositary Shares, incorporated by reference to Exhibit 4.5 of 
registrant’s Current Report on Form 8-K filed March 30, 2004. 


Amendment to the Deposit Agreement relating to registrant’s Series VII Fixed/Adjustable Rate Cumulative Preferred 
Stock of Fleet Financial Group, Inc. and dated as of February 21, 1996, effective as of April 1, 2004, by and between 
Bank of America Corporation and EquiServe, Inc., incorporated by reference to Exhibit 4.6 of registrant’s Current 
Report on Form 8-K filed March 30, 2004. 


Indenture dated as of September 1, 1989 between registrant (successor to NationsBank Corporation, formerly known 
as NCNB Corporation) and The Bank of New York, pursuant to which registrant issued its 9°/8% Subordinated Notes, 
due 2009; and its 10.20% Subordinated Notes, due 2015, incorporated by reference to Exhibit 4.1 of registrant’s 
Registration No. 33-30717; and First Supplemental Indenture thereto dated as of August 28, 1998, incorporated by 
reference to Exhibit 4(f) of the 1998 10-K. 


Indenture dated as of January 1, 1995 between registrant (successor to NationsBank Corporation) and U.S. Bank 
Trust National Association (successor to BankAmerica National Trust Company), pursuant to which registrant issued 
its 5Ys% Senior Notes, due 2009; its 7’%s% Senior Notes, due 2006; its 434% Senior Notes, due 2006; its 5 ¥4% Senior 
Notes, due 2007; its 64% Senior Notes, due 2012; its 47% Senior Notes due 2012; its 5¥s% Senior Notes, due 2014; 
its 3.761% Senior Notes, due 2007; its 37/s% Senior Notes, due 2008; its 47% Senior Notes, due 2013; its 3°/s% Senior 
Notes, due 2008; its 3¥4% Senior Notes, due 2008; its 414% Senior Notes, due 2010; its 48% Senior Notes, due 2010; 
its 3¥8% Senior Notes, due 2009; its 45%s% Senior Notes, due 2014; its 5¥Ys% Senior Notes, due June 2014; its 44% 
Senior Notes, due October 2010; its 4% Senior Notes, due 2015; its Floating Rate Callable Senior Notes, due 2008; its 
Floating Rate Callable Senior Notes, due 2010; its 434% Senior Notes, due 2015; its 42% Senior Notes, due 2010; its 
Floating Rate Callable Senior Notes, due August 2008; its Three-Month LIBOR Floating Rate Senior Notes, due 
November 2008; its One-Month LIBOR Floating Rate Senior Notes, due November 2008; and its Senior Medium-Term 
Notes, Series E, F, G, H, I, J and K, incorporated by reference to Exhibit 4.1 of registrant’s Registration No. 33-57533; 
First Supplemental Indenture thereto dated as of September 18, 1998, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K filed November 18, 1998; and Second Supplemental Indenture thereto dated 
as of May 7, 2001 between registrant, U.S. Bank Trust National Association, as Prior Trustee, and the Bank of New 
York, as Successor Trustee, incorporated by reference to Exhibit 4.4 of registrant’s Current Report on Form 8-K dated 
June 5, 2001. 

Indenture dated as of January 1, 1995 between registrant (successor to NationsBank Corporation) and The Bank of 
New York, pursuant to which registrant issued its 734% Subordinated Notes, due 2015; its 74% Subordinated Notes, 
due 2025; its 6¥2% Subordinated Notes, due 2006; its 72% Subordinated Notes, due 2006; its 7.80% Subordinated 
Notes, due 2016; its 6%% Subordinated Notes, due 2008; its 6.80% Subordinated Notes, due 2028; its 6.60% 
Subordinated Notes, due 2010; its 7.80% Subordinated Notes due 2010; its 7.40% Subordinated Notes, due 2011; its 
43/4% Subordinated Notes, due 2013; its 5 ¥4% Subordinated Notes, due 2015; its 434% Fixed/Floating Rate Callable 


E-1 


Exhibit No. 


(1) 


(m) 


(n) 


(0) 


(p) 


(q) 


(r) 


(s) 


(t) 


(u) 


(v) 


(w) 


(x) 


(y) 


(z) 


Description 


Subordinated Notes, due 2019 and its Subordinated Medium-Term Notes, Series F incorporated by reference to 
Exhibit 4.8 of registrant’s Registration No. 33-57533; and First Supplemental Indenture thereto dated as of August 
28, 1998, incorporated by reference to Exhibit 4.8 of registrant’s Current Report on Form 8-K filed November 18, 
1998. 


Amended and Restated Program Agreement dated as of August 4, 2005 among registrant, Banc of America Securities 
Limited and others. 

Amended and Restated Issuing Paying Agency Agreement dated as of January 15, 2004 between Bank of America, 
N.A., as Issuer, and Deutsche Bank Trust Company Americas, as Issuing and Paying Agent, incorporated by 
reference to Exhibit 4(n) for the fiscal year ended December 31, 2004. 

Indenture dated as of November 27, 1996 between registrant (successor to NationsBank Corporation) and The Bank 
of New York, incorporated by reference to Exhibit 4.10 of registrant’s Registration No. 3338-15375. 

Second Supplemental Indenture dated as of December 17, 1996 to the Indenture dated as of November 27, 1996 
between registrant (successor to NationsBank Corporation) and The Bank of New York pursuant to which registrant 
issued its 7.83% Junior Subordinated Deferrable Interest Notes due 2026, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated December 10, 1996. 

Third Supplemental Indenture dated as of February 3, 1997 to the Indenture dated as of November 27, 1996 between 
registrant (successor to NationsBank Corporation) and The Bank of New York pursuant to which registrant issued its 
Floating Rate Junior Subordinated Deferrable Interest Notes due 2027, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated January 22, 1997. 

Fourth Supplemental Indenture dated as of April 22, 1997 to the Indenture dated as of November 27, 1996 between 
registrant (successor to NationsBank Corporation) and The Bank of New York pursuant to which registrant issued its 
8¥4% Junior Subordinated Deferrable Interest Notes, due 2027, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated April 15, 1997. 

Fifth Supplemental Indenture dated as of August 28, 1998 to the Indenture dated as of November 27, 1996 between 
registrant and The Bank of New York, incorporated by reference to Exhibit 4(t) of the 1998 10-K. 

Indenture dated as of November 27, 1996, between Barnett Banks, Inc. and Bank One (successor to The First National 
Bank of Chicago), as Trustee, and First Supplemental Indenture dated as of January 9, 1998, among NationsBank 
Corporation, NB Holdings Corporation, Barnett Banks, Inc. and The First National Bank of Chicago (predecessor to 
Bank One), as Trustee, pursuant to which registrant (as successor to NationsBank Corporation) issued its 8.06% Junior 
Subordinated Debentures, due 2026, incorporated by reference to Exhibit 4(u) of registrant’s 1997 Annual Report on 
Form 10-K (the “1997 10-K”). 

Indenture dated as of November 1, 1991 between the former BankAmerica Corporation and J.P. Morgan Trust 
Company, National Association, as successor trustee to the former Manufacturers Hanover Trust Company of 
California, pursuant to which registrant (as successor to the former BankAmerica Corporation) issued its 7.20% 
Subordinated Notes due 2006; its 6.20% Subordinated Notes due 2006; its 7% Subordinated Notes due 2006; its 
658% Subordinated Notes due 2007; its 6%s% Subordinated Notes due August 2007; its 7¥s% Subordinated Notes due 
2009; its 7¥s% Subordinated Notes due 2011; its 6%s% Subordinated Notes, due October, 2007; and its 644% 
Subordinated Notes due 2008; First Supplemental Indenture thereto dated as of September 8, 1992; and Second 
Supplemental Indenture thereto dated as of September 15, 1998, incorporated by reference to Exhibit 4(w) of the 1998 
10-K. 

Junior Subordinated Indenture dated as of November 27, 1996 between the former BankAmerica Corporation and 
Deutsche Bank Trust Company Americas, as successor trustee to Bankers Trust Company, pursuant to which 
registrant (as successor to the former BankAmerica Corporation) issued its 8.07% Junior Subordinated Debentures 
Series A due 2026; and its 7.70% Junior Subordinated Debentures Series B due 2026; and First Supplemental 
Indenture thereto dated as of September 15, 1998, incorporated by reference to Exhibit 4(z) of the 1998 10-K. 

Junior Subordinated Indenture dated as of December 20, 1996 between the former BankAmerica Corporation and 
Deutsche Bank Trust Company Americas, as successor trustee to Bankers Trust Company, pursuant to which 
registrant (as successor to the former BankAmerica Corporation) issued its 8.00% Junior Subordinated Deferrable 
Interest Debentures, Series 2 due 2026 and its Floating Rate Junior Subordinated Deferrable Interest Debentures, 
Series 3 due 2027; and First Supplemental Indenture thereto dated as of September 15, 1998, incorporated by 
reference to Exhibit 4(aa) of the 1998 10-K. 

Restated Senior Indenture dated as of January 1, 2001 between registrant and The Bank of New York, pursuant to 
which registrant issued its Senior InterNotes®, incorporated by reference to Exhibit 4.1 of registrant’s Registration 
No. 333-47222. 

Restated Subordinated Indenture dated as of January 1, 2001 between registrant and The Bank of New York, 
pursuant to which registrant issued its Subordinated InterNotes“™, incorporated by reference to Exhibit 4.2 of 
registrant’s Registration No. 333-47222. 

Amended and Restated Senior Indenture dated as of July 1, 2001 between registrant and The Bank of New York, 
pursuant to which registrant issued its Senior InterNotesS’, incorporated by reference to Exhibit 4.1 of registrant’s 
Registration No. 333-65750. 

Amended and Restated Subordinated Indenture dated as of July 1, 2001 between registrant and The Bank of New 
York, pursuant to which registrant issued its Subordinated InterNotes™, incorporated by reference to Exhibit 4.2 of 
registrant’s Registration No. 333-65750. 
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Restated Indenture dated as of November 1, 2001 between registrant and The Bank of New York, incorporated by 
reference to Exhibit 4.10 of registrant’s Registration No. 333-70984. 


First Supplemental Indenture dated as of December 14, 2001 to the Restated Indenture dated as of November 1, 2001 
between registrant and The Bank of New York pursuant to which registrant issued its 7% Junior Subordinated Notes 
due 2031, incorporated by reference to Exhibit 4.3 of registrant’s Current Report on Form 8-K dated December 6, 
2001. 


Second Supplemental Indenture dated as of January 31, 2002 to the Restated Indenture dated as of November 1, 2001 
between registrant and The Bank of New York pursuant to which registrant issued its 7% Junior Subordinated Notes 
due 2032, incorporated by reference to Exhibit 4.3 of registrant’s Current Report on Form 8-K dated January 24, 
2002. 


Third Supplemental Indenture dated as of August 9, 2002 to the Restated Indenture dated as of November 1, 2001 
between registrant and The Bank of New York pursuant to which registrant issued its 7% Junior Subordinated Notes due 
2032, incorporated by reference to Exhibit 4.3 of registrant’s Current Report on Form 8-K dated August 2, 2002. 


Fourth Supplemental Indenture dated as of April 30, 2003 between registrant and The Bank of New York pursuant to 
which registrant issued its 57%s% Junior Subordinated Notes due 2033, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated April 23, 2003. 


Fifth Supplemental Indenture dated as of November 3, 2004 between registrant and The Bank of New York pursuant 
to which registrant issued its 6% Junior Subordinated Notes due 2034, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated October 21, 2004. 


Sixth Supplemental Indenture dated as of March 8, 2005 between the registrant and The Bank of New York pursuant to 
which registrant issued its 5% Junior Subordinated Notes due 2035, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated February 24, 2005. 


Seventh Supplemental Indenture dated as of August 9, 2005 between the registrant and The Bank of New York pursuant 
to which registrant issued its 5¥4% Junior Subordinated Notes due 2035, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated August 4, 2005. 


Eighth Supplemental Indenture dated as of August 25, 2005 between the registrant and The Bank of New York pursuant 
to which registrant issued its 6% Junior Subordinated Notes due 2035, incorporated by reference to Exhibit 4.3 of 
registrant’s Current Report on Form 8-K dated August 17, 2005. 


Indenture dated as of November 26, 1996 between registrant (successor to Bank of Boston Corporation) and The Bank of 
New York, as Debenture Trustee, pursuant to which registrant issued its 8.25% Junior Subordinated Deferrable Interest 
Debentures due 2026, incorporated by reference to Exhibit 4.1 to BankBoston Corporation’s Registration Statement on 
Form 8-4 (File No. 333-19083); First Supplemental Indenture thereto dated as of October 1, 1999 and Second 
Supplemental Indenture thereto dated as of March 18, 2004, incorporated by reference to Exhibit 4(hh) of registrant’s 
2004 Annual Report on Form 10-K dated March 1, 2005 (the “2004 10-K”). 


Indenture dated as of December 10, 1996 between registrant (successor to Bank of Boston Corporation) and The Bank 
of New York, as Trustee, pursuant to which registrant issued its 72/4% Junior Subordinated Deferrable Interest 
Debentures due 2026, incorporated by reference to Exhibit 4.1 to BankBoston Corporation’s Registration Statement 
on Form 8-4 (File No. 333-19111); First Supplemental Indenture thereto dated as of October 1, 1999 and Second 
Supplemental Indenture thereto dated as of March 18, 2004, incorporated by reference to Exhibit 4(ii) of the 2004 
10-K. 

Indenture dated as of June 4, 1997 between registrant (successor to BankBoston Corporation) and The Bank of New York, 
as Trustee, pursuant to which registrant issued its Floating Rate Junior Subordinated Deferrable Interest Debentures due 
2027, incorporated by reference to Exhibit 4.1 to BankBoston Corporation’s Registration Statement on Form S-3 (File No. 
333-27229); First Supplemental Indenture thereto dated as of October 1, 1999 and Second Indenture thereto dated as of 
March 18, 2004, incorporated by reference to Exhibit 4(jj) of the 2004 10-K. 


Indenture dated as of December 11, 1996 between registrant (successor to Fleet Financial Group, Inc.) and The First 
National Bank of Chicago (predecessor to Bank One), as Trustee, incorporated by reference to Exhibit 4(b) of Fleet 
Financial Group, Inc.’s Current Report on Form 8-K (File No. 1-6366) dated December 20, 1996; First Supplemental 
Indenture thereto dated as of December 11, 1996 pursuant to which registrant issued its 7.92% Junior Subordinated 
Deferrable Interest Debentures due 2026, incorporated by reference to Exhibit 4(c) of Fleet Financial Group, Inc.’s 
Current Report on Form 8-K (File No. 1-6366) dated December 20, 1996 and Third Supplemental Indenture thereto 
dated as of March 18, 2004, incorporated by reference to Exhibit 4(kk) of the 2004 10-K. 

Indenture dated as of December 18, 1998 between registrant (successor to Fleet Financial Group, Inc.) and The First 
National Bank of Chicago (predecessor to Bank One), as Trustee, incorporated by reference to Exhibit 4(b) of Fleet 
Financial Group, Inc.’s Current Report on Form 8-K (File No. 1-6366) dated December 18, 1998; First Supplemental 
Indenture thereto dated as of December 18, 1998 pursuant to which registrant issued its Floating Rate Junior 
Subordinated Deferrable Interest Debentures due 2028, incorporated by reference to Exhibit 4(c) to Fleet Financial 
Group, Inc.’s Current Report on Form 8-K (File No. 1-6366) dated December 18, 1998 and Second Supplemental 
Indenture thereto dated as of March 18, 2004, incorporated by reference to Exhibit 4(11) of the 2004 10-K. 
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(tt) 


(uu) 
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Indenture dated as of June 30, 2000 between registrant (successor to FleetBoston Financial Corporation) and The 
Bank of New York, as Trustee, incorporated by reference to Exhibit 4(b) of FleetBoston Financial Corporation’s 
Current Report on Form 8-K dated (File No. 1-6366) June 30, 2000. 


Second Supplemental Indenture dated as of September 17, 2001 to the Indenture dated as of June 30, 2000 between 
registrant (successor to FleetBoston Financial Corporation) and The Bank of New York pursuant to which registrant 


issued its 7.20% Junior Subordinated Deferrable Interest Debentures due 2031, incorporated by reference to Exhibit 
2.6 to FleetBoston Financial Corporation’s Registration Statement on Form 8-A (File No. 1-6366) filed on September 
21, 2001. 


Third Supplemental Indenture dated as of March 8, 2002 to the Indenture dated as of June 30, 2000 between 
registrant (successor to FleetBoston Financial Corporation) and The Bank of New York pursuant to which registrant 
issued its 7.20% Junior Subordinated Deferrable Interest Debentures due 2032, incorporated by reference to Exhibit 
2.7 to FleetBoston Financial Corporation’s Registration Statement on Form 8-A (File No. 1-6366) filed on March 8, 
2002. 


Fourth Supplemental Indenture dated as of July 31, 2003 to the Indenture dated as of June 30, 2000 between 
registrant (successor to FleetBoston Financial Corporation) and The Bank of New York pursuant to which registrant 
issued its 6.00% Junior subordinated Deferrable Interest Debentures due 2033, incorporated by reference to Exhibit 
2.8 to FleetBoston Financial Corporation’s Registration Statement on Form 8-A (File No. 1-6366) filed on July 31, 
2003. 


Fifth Supplemental Indenture dated as of March 18, 2004 to the Indenture dated as of June 30, 2000 between the 
registrant (successor to FleetBoston Financial Corporation) and The Bank of New York, incorporated by reference to 
Exhibit 4(rr) of the 2004 10-K. 


Indenture dated December 6, 1999 between registrant (successor to Fleet Boston Corporation) and the Bank of New 
York, as Trustee, pursuant to which registrant issued its 47% Senior Notes, due 2006; its 3.85% Senior Notes, due 
2008; and its Senior Medium-Term Notes, Series T, incorporated by reference to Exhibit 4(a) to FleetBoston Financial 


Corporation’s Registration Statement on Form S-3 (File No. 333-72912); and First Supplemental Indenture thereto 
dated as of March 18, 2004, incorporated by reference to Exhibit 4.61 of registrant’s Registration Statement on Form 
S-3/A (File No. 333-112708). 

Indenture dated October 1, 1992 between registrant (successor to Fleet Financial Group, Inc.) and The First National 
Bank of Chicago (predecessor to J.P. Morgan Trust Company, N.A.), as Trustee, incorporated by reference to Exhibit 
4(d) to Fleet Financial Group, Inc.’s Registration Statement on Form S-3/A (File No. 33-50216) pursuant to which 
registrant issued its 7¥s% Subordinated Notes, due 2006; its 67%s% Subordinated Notes, due 2028; its 64% 
Subordinated Notes, due 2008; its 6°/s% Subordinated Notes, due 2008; its 6.70% Subordinated Notes, due 2028; and 
its 7¥%8% Subordinated Notes, due 2009; First Supplemental Indenture thereto dated as of November 30, 1992, 
incorporated by reference to Exhibit 4 of Fleet Financial Group, Inc.’s Current Report on Form 8-K (File No. 1-06366) 
filed December 2, 1992; and Second Supplemental Indenture thereto dated as of March 18, 2004, incorporated by 
reference to Exhibit 4.59 of registrant’s Registration Statement on Form S-3/A (File No. 333-112708). 


The registrant has other long-term debt agreements, but these are not material in amount. Copies of these agreements will be 
furnished to the Commission on request. 


10(a) 


(b) 


(c) 


NationsBank Corporation and Designated Subsidiaries Supplemental Executive Retirement Plan, incorporated by 
reference to Exhibit 10(j) of the 1994 10-K; Amendment thereto dated as of June 28, 1989, incorporated by reference 
to Exhibit 10(g) of registrant’s 1989 Annual Report on Form 10-K (the “1989 10-K”); Amendment thereto dated as of 
June 27, 1990, incorporated by reference to Exhibit 10(g) of registrant’s 1990 Annual Report on Form 10-K (the “1990 
10-K”); Amendment thereto dated as of July 21, 1991, incorporated by reference to Exhibit 10(bb) of the 1991 10-K; 
Amendments thereto dated as of December 3, 1992 and December 15, 1992, incorporated by reference to Exhibit 10(1) 
of registrant’s 1992 Annual Report on Form 10-K (the “1992 10-K”); Amendment thereto dated as of September 28, 
1994, incorporated by reference to Exhibit 10(j) of registrant’s 1994 Annual Report on Form 10-K (the “1994 Form 10- 
K”); Amendments thereto dated March 27, 1996 and June 25, 1997, incorporated by reference to Exhibit 10(c) of the 
1997 10-K; Amendments thereto dated April 10, 1998, June 24, 1998 and October 1, 1998, incorporated by reference 
to Exhibit 10(b) of the 1998 10-K; Amendment thereto dated December 14, 1999, incorporated by reference to Exhibit 
10(b) of registrant’s 1999 Annual Report on Form 10-K (the “1999 10-K”); and Amendment thereto dated as of March 
28, 2001, incorporated by reference to Exhibit 10(b) of registrant’s 2001 Annual Report on Form 10-K (the “2001 10- 
K”); and Amendment thereto dated December 10, 2002, incorporated by reference to Exhibit 10(b) of registrant’s 2002 
Annual Report on Form 10-K (the “2002 10-K”). 


NationsBank Corporation and Designated Subsidiaries Deferred Compensation Plan for Key Employees, incorporated 
by reference to Exhibit 10(k) of the 1994 10-K; Amendment thereto dated as of June 28, 1989, incorporated by 
reference to Exhibit 10(h) of the 1989 10-K; Amendment thereto dated as of June 27, 1990, incorporated by reference 
to Exhibit 10(h) of the 1990 10-K; Amendment thereto dated as of July 21, 1991, incorporated by reference to Exhibit 
10(bb) of the 1991 10-K; Amendment thereto dated as of December 3, 1992, incorporated by reference to Exhibit 10(m) 
of the 1992 10-K; and Amendments thereto dated April 10, 1998 and October 1, 1998, incorporated by reference to 
Exhibit 10(b) of the 1998 10-K. 


Bank of America Pension Restoration Plan, as amended and restated effective January 1, 2005, incorporated by 
reference to Exhibit 10(c) of the 2004 10-K. 
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NationsBank Corporation Benefit Security Trust dated as of June 27, 1990, incorporated by reference to Exhibit 10(t) of 
the 1990 10-K; First Supplement thereto dated as of November 30, 1992, incorporated by reference to Exhibit 10(v) of the 
1992 10-K; and Trustee Removal/Appointment Agreement dated as of December 19, 1995, incorporated by reference to 
Exhibit 10(0) of registrant’s 1995 Annual Report on Form 10-K. 


Bank of America 401(k) Restoration Plan, as amended and restated effective January 1, 2005. 


Bank of America Executive Incentive Compensation Plan, as amended and restated effective December 10, 2002, 
incorporated by reference to Exhibit 10(g) of the 2002 10-K. 


Bank of America Director Deferral Plan, as amended and restated effective January 27, 1999, incorporated by 
reference to Exhibit 10(i) of the 1998 10-K; Amendment thereto dated April 24, 2002, incorporated by reference to 
Exhibit 10(h) of the 2002 10-K; and Bank of America Corporation Director Deferral Plan, as amended and restated, 
effective December 10, 2002, incorporated by reference to Exhibit 10(h) of the 2002 10-K. 


Bank of America Corporation Directors’ Stock Plan, as amended and restated effective January 1, 2002, incorporated 
by reference to Exhibit 10(j) of the 2001 10-K; Amendment thereto dated April 24, 2002, incorporated by reference to 
Exhibit 10(i) of the 2002 10-K; Bank of America Corporation Directors’ Stock Plan, as amended and restated effective 
December 10, 2002, incorporated by reference to Exhibit 10(i) of the 2002 10-K; form of Restricted Stock Award 
agreement, incorporated by reference to Exhibit 10(h) of the 2004 10-K; and Bank of America Corporation Directors’ 
Stock Plan as amended and restated effective April 26, 2006, incorporated by reference to Exhibit 10.2 to the 
Registrant’s Form 8-K filed on December 14, 2005. 


Bank of America Corporation 2003 Key Associate Stock Plan, effective January 1, 2003, as amended and restated 
effective April 1, 2004, incorporated by reference to Exhibit 10(f) of registrant’s Registration Statement on Form S-4 
(File No. 333-110924); form of Restricted Stock Units Award Agreement; and form of Stock Option Award Agreement. 


Split Dollar Life Insurance Agreement dated as of October 16, 1998 between registrant and NationsBank, N. A., as 
Trustee under that certain Irrevocable Trust Agreement No. 2 dated October 1, 1998, by and between James H. 
Hance, Jr., as Grantor, and NationsBank, N. A., as Trustee, incorporated by reference to Exhibit 10(dd) of the 1998 
10-K; and Amendment thereto dated January 24, 2002, incorporated by reference to Exhibit 10(0) of the 2001 10-K. 


Split Dollar Life Insurance Agreement dated as of September 28, 1998 between registrant and J. Steele Alphin, as 
Trustee under that certain Irrevocable Trust Agreement dated June 23, 1998, by and between Kenneth D. Lewis, as 
Grantor, and J. Steele Alphin, as Trustee, incorporated by reference to Exhibit 10(ee) of the 1998 10-K; and 
Amendment thereto dated January 24, 2002, incorporated by reference to Exhibit 10(p) of the 2001 10-K. 


Bank of America Corporation 2002 Associates Stock Option Plan, effective February 1, 2002, incorporated be 
reference to Exhibit 10(s) of the 2002 10-K. 


Take Ownership!, The BankAmerica Global Associate Stock Option Program, effective October 1, 1998, incorporated 
by reference to Exhibit 10(t) of the 2002 10-K. 


Amendment to various plans in connection with FleetBoston Financial Corporation merger, incorporated by reference 
to Exhibit 10(v) of registrant’s 2003 Annual Report on Form 10-K (the “2003 10-K”). 


FleetBoston Supplemental Executive Retirement Plan, as amended by Amendment One thereto effective January 1, 
1997, Amendment Two thereto effective October 15, 1997, Amendment Three thereto effective July 1, 1998, 
Amendment Four thereto effective August 15, 1999, Amendment Five thereto effective January 1, 2000, Amendment 
Six thereto effective October 10, 2001, Amendment Seven thereto effective February 19, 2002, Amendment Eight 
thereto effective October 15, 2002, Amendment Nine thereto effective January 1, 2003, Amendment Ten thereto 
effective October 21, 2003, and Amendment Eleven thereto effective December 31, 2004, incorporated by reference to 
Exhibit 10(r) of the 2004 10-K. 


FleetBoston Amended and Restated 1992 Stock Option and Restricted Stock Plan, incorporated by reference to 
Exhibit 10(s) of the 2004 10-K. 


FleetBoston Executive Deferred Compensation Plan No. 2, as amended by Amendment One thereto effective February 
1, 1999, Amendment Two thereto effective January 1, 2000, Amendment Three thereto effective January 1, 2002, 
Amendment Four thereto effective October 15, 2002, Amendment Five thereto effective January 1, 2003, and 
Amendment Six thereto effective December 16, 2003, incorporated by reference to Exhibit 10(u) of the 2004 10-K. 


FleetBoston Executive Supplemental Plan, as amended by Amendment One thereto effective January 1, 2000, 
Amendment Two thereto effective January 1, 2002, Amendment Three thereto effective January 1, 2003, Amendment 
Four thereto effective January 1, 2003, and Amendment Five thereto effective December 31, 2004, incorporated by 
reference to Exhibit 10(v) of the 2004 10-K. 


FleetBoston Retirement Income Assurance Plan, as amended by Amendment One thereto effective January 1, 1997, 
Amendment Two thereto effective January 1, 2000, Amendment Three thereto effective November 1, 2001, 
Amendment Four thereto effective January 1, 2003, Amendment Five thereto effective December 16, 2003, and 
Amendment Six thereto effective December 31, 2004, incorporated by reference to Exhibit 10(w) of the 2004 10-K; and 
Amendment Seven thereto dated December 20, 2005. 


Trust Agreement for the FleetBoston Executive Deferred Compensation Plans No. 1 and 2, incorporated by reference 
to Exhibit 10(x) of the 2004 10-K. 


Trust Agreement for the FleetBoston Executive Supplemental Plan, incorporated by reference to Exhibit 10(y) of the 
2004 10-K. 
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12 


21 
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Trust Agreement for the FleetBoston Retirement Income Assurance Plan and the FleetBoston Supplemental 
Executive Retirement Plan, incorporated by reference to Exhibit 10(z) of the 2004 10-K. 


FleetBoston Directors Deferred Compensation and Stock Unit Plan, as amended by an amendment thereto effective 
as of July 1, 2000, a Second Amendment thereto effective as of January 1, 2003, a Third Amendment thereto dated 
April 14, 2003, and a Fourth Amendment thereto effective January 1, 2004, incorporated by reference to Exhibit 
10(aa) of the 2004 10-K. 


FleetBoston 1996 Long-Term Incentive Plan, incorporated by reference to Exhibit 10(bb) of the 2004 
10-K. 

BankBoston Corporation and its Subsidiaries Deferred Compensation Plan, as amended by a First Amendment 
thereto, a Second Amendment thereto, a Third Amendment thereto, an Instrument thereto (providing for the 
cessation of accruals effective December 31, 2000) and an Amendment thereto dated December 24, 2001, incorporated 
by reference to Exhibit 10(cc) of the 2004 10-K. 

BankBoston, N.A. Bonus Supplemental Employee Retirement Plan, as amended by a First Amendment, a Second 
Amendment, a Third Amendment and a Fourth Amendment thereto, incorporated by reference to Exhibit 10(dd) of 
the 2004 10-K. 

Description of BankBoston Supplemental Life Insurance Plan, incorporated by reference to Exhibit 10(ee) of the 2004 
10-K. 

BankBoston, N.A. Excess Benefit Supplemental Employee Retirement Plan, as amended by a First Amendment, a 
Second Amendment, a Third Amendment thereto (assumed by FleetBoston on October 1, 1999) and an Instrument 
thereto, incorporated by reference to Exhibit 10(ff) of the 2004 10-K. 

Description of BankBoston Supplemental Long-Term Disability Plan, incorporated by reference to Exhibit 10(gg) of 
the 2004 10-K. 


BankBoston Director Stock Award Plan, incorporated by reference to Exhibit 10(hh) of the 2004 10-K. 


BankBoston Directors Deferred Compensation Plan, as amended by a First Amendment and a Second Amendment 
thereto, incorporated by reference to Exhibit 10(ii) of the 2004 10-K. 


BankBoston, N.A. Directors’ Deferred Compensation Plan, as amended by a First Amendment and a Second 
Amendment thereto, incorporated by reference to Exhibit 10(jj) of the 2004 10-K. 


BankBoston 1997 Stock Option Plan for Non-Employee Directors, as amended by an amendment thereto dated as of 
October 16, 2001, incorporated by reference to Exhibit 10(kk) of the 2004 10-K. 


Description of BankBoston Director Retirement Benefits Exchange Program, incorporated by reference to Exhibit 
10(11) of the 2004 10-K. 


Employment Agreement, dated as of March 14, 1999, between FleetBoston and Charles K. Gifford, as amended by an 
amendment thereto effective as of February 7, 2000, a Second Amendment thereto effective as of April 22, 2002, and a 
Third Amendment thereto effective as of October 1, 2002, incorporated by reference to Exhibit 10(mm) of the 2004 
10-K. 


Form of Change in Control Agreement entered into with Charles K. Gifford, incorporated by reference to Exhibit 
10(nn) of the 2004 10-K. 


Global amendment to definition of “change in control” or “change of control,” together with a list of plans affective by 
such amendment, incorporated by reference to Exhibit 10(00) of the 2004 10-K. 


Employment Agreement dated October 27, 2003 between Bank of America Corporation and Brian T. Moynihan, 
incorporated by reference to Exhibit 10(d) of registrant’s Registration Statement on Form S-4 (File No. 333-110924). 


Retirement Agreement dated January 26, 2005 between Bank of America Corporation and Charles K. Gifford, 
incorporated by reference to Exhibit 10.1 to the registrant’s Form 8-K filed on January 26, 2005. 


Amendment to various FleetBoston stock option awards, dated March 25, 2004, incorporated by reference to Exhibit 
10(ss) of the 2004 10-K. 


Cancellation Agreement dated October 26, 2005 between Bank of America Corporation and Brian T. Moynihan, 
incorporated by reference to Exhibit 10.1 of registrant’s Form 8-K filed October 26, 2005. 


Agreement Regarding Participation in the FleetBoston Supplemental Executive Retirement Plan dated October 26, 
2005 between Bank of America Corporation and Brian T. Moynihan, incorporated by reference to Exhibit 10.2 of 
registrant’s Form 8-K filed October 26, 2005. 


Ratio of Earnings to Fixed Charges. 

Ratio of Earnings to Fixed Charges and Preferred Dividends. 
List of Subsidiaries. 

Consent of PricewaterhouseCoopers LLP. 

Power of Attorney. 


Corporate Resolution. 


Exhibit No. Description 


31(a) Certification of the Chief Executive Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
(b) Certification of the Chief Financial Officer pursuant to Section 302 of the Sarbanes-Oxley Act of 2002 
32(a) Certification of the Chief Executive Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of 
the Sarbanes-Oxley Act of 2002 
(b) Certification of the Chief Financial Officer pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of 


the Sarbanes-Oxley Act of 2002 


* Denotes executive compensation plan or arrangement. 
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